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PREFACE. 

I'&E  proposition  contained  in  the  following  pages  is  not  an 
outcome  of  the  war.  A brief  statement  of  it  was,  in  fact,  pub- 
hshed  as  an  anonymous  suggestion  in  1903,  in  the  form  of  a 
brochure  entitled  ‘ A Scheme  for  a National  Minimum  Waf^e- 
and  the  Extermination  of  Poverty.’  The  need  for  a radical 
alteration  of  the  industrial  system  is  not  one  whit  less  urgent 
to-day  than  it  was  then,  despite  the  far-reaching  reforms  that 
have  since  been  placed  upon  the  statute-book  ; and  the  elabora- 
tion  of  the  proposal,  as  here  presented,  and  which  was  sub- 
s antially  completed  before  the  war  broke  out,  was  undertaken 
m the  hope  that  it  might  reach  the  public  ear  and  so  shape- 
re  orm  as  to  prevent  such  a catastrophe  as  has  actuaUy  befallen  ' 
the  most  enlightened  nations  of  the  earth. 

The  publication  of  the  proposal,  in  its  present  form,  seems 
particularly  opportune  at  this  juncture  because  the  war  throws 
certain  features  of  the  scheme  into  prominence.  The  exigencies 
of  the  war  actually  necessitate  the  adoption  of  certain  innovatory 
expedients  that  are  embodied  in  the  scheme  as  essential  to  secure 
mdustrial  harmony.  This  fact  should,  at  least,  dispel  the 
prejuchce  and  incredulity  with  which  these  expedients,  in  their 
special  setting,  have  been  largely  received. 

This  eoIossoJ  war  exhibits,  in  its  most  extreme  form,  the 
truth  emphasized  at  the  outset,  that  within  the  breast  of  one 
^d  the  same  individual  there  are  still  lodged  the  two  mutually 
destructive  moral  forces  which  Herbert  Spencer  designates  the 
religion  of  enmity  and  the  religion  of  amity.  The  combatant 
solders,  in  opposite  trenches,  who  are  now  trying  to  kill  or 
mutdate  one  another,  are  capable  at  the  same  time  of  genuine 
friendship  immediately  on  the  cessation  of,  or  even  during, 
ostilities.  And  it  is  probably  not  far  from  the  truth  to  say  that, 
had  the  true  cause  of  the  war  been  submitted  to  the  unbiased 
jud^ent  of  those  so  intimately  interested  in  it,  the  idea  of 

extremities  would  have  appeared  the 
eight  of  absurdity.  Unfortunately,  civilizing  influences  have 

thn  J P^°5"«ed  in  society,  even  of  the  most  democratic  nature, 
those  conditions  which  admit  of  so  vital  a matter  being  submitted 

unWastd“'^‘^"^“"'  possibility  of  a genuinely 

a.  t.0.  great  are  the  economic  and  social  obstacles  created 
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in  times  o peace  by  the  incessant  conthct  of  personal  interests 
that  man’.'  exercise  to  the  full  of  his  intellectual  faculties,  as 
well  as  of  fc  is  social  rights,  is  impossible  ; thus  are  we  familiarized 
with  the  modern  paradox  of  naturally  peaceabk;  and  harmless 
men  being  out,  against  their  will,  to  fight  equally  peaceable 

and  harm!  jss  fellowmen  in  a cause  as  to  which  they  may  be 
completely  ignorant  or  even  deliberately  deceived.  Little  is 
to  be  expected,  therefore,  from  that  movement  which  aims  at 
the  vestinc  of  ultimate  authority  in  matters  of  such  supreme 
importance  as  war  in  the  hands  of  the  democracy,  until  such 
social  and  ;ndustrial  conditions  are  brought  about  as  will  secure 
to  the  masi.  of  the  people  the  intellectual  and  other  power  that 
will  enable  .hem  to  give  due  consideration  to,  intelligently  weighs 
and  form  ai  unbiased  judgment  on,  such  questions. 

It  will  )e  seen  that  one  of  the  expedients  w'hicli  the  propo.sal,^ 
to  be  expla:  ned,  adopts  is  the  systematic  transference  of  labour 
from  one  industry  to  another.  Fluctuations  in  trade,  the  in- 
troduction c f new  machinery,  with  the  permanent  decay  of  some 
industries  and  the  growdh  of  others,  means  that  workers  are-  a 
constantly  being  throAVn  out  of  work — some  temporarily,  others 
permanent!} . It  seems  a palpable  social  injustice  that  these 
people  should  suffer  by  reason  of  such  industrial  fhictations  over 
which  they  lave  no  control,  and  the  transference  c»f  such  labour 
to  other  ind  istries  in  which  the  labour  is  required  would  appear 
to  be  a most  reasonable  and  necessary  industrial  development. 

Before  the  w ar  this  suggestion  was  received  with  no  small  amount 
of  ridicule.  In  this  country,  where  labour  had  settled  down  into 
apparently  ] permanent  grooves,  the  idea  of  a man,  especially  a 
skilled  man,  :aking  up  an  entirely  new  employment  <;ould  scarcely 
be  imagined.  The  demands  of  the  war  have,  howevcT,  completely 
transformed  opinion  on  this  matter  and,  besides  the  fact  that  so 
large  a prop(  rtion  of  the  male  population  have  actually  adapted  ^ 
themselves  t)  the  military  profession,  we  have  both  men  and 
women  employed  in,  or  training  for,  altogether  new  industrial 
occupations,  and  there  are  innumerable  suggestions  and  ideas 
for  further  <.iid  more  drastic  changes  in  this  direction — even 
children  beii  .g  thought  capable  of  being  trained  to  perform 
services  now  performed  by  older  people.  The  pre-war  attitude 
of  the  public  mind  towards  this  question  may  be  appropriately 
illustrated  by  the  concluding  paragraph  of  a column  article 
headed  ‘ Uto  na  : a Manchester  Proposal  to  Abolish  Povert}^  ’ 
which  The  Dc  ily  Dispatch  of  July  2,  1903,  very  liberally  devoted 
to  a review  of  the  brochure  above  mentioned.  “It  is  all  very 
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Well,”  says  the  article,  “ to  ask  the  Government  to  provide  work 
for  all  classes  of  the  unemployed,  l)ut  can  work  be  found  at  all 
seasons  of  the  year  for  the  displaced  gold-beater,  jew'eller,  watch- 
maker, mechanic,  cotton  spinner,  miner,  electrical  engineer* 
baker  and  candlestick  maker,  and  every  other  of  the  thousand 
and  one  trades  and  occupations  which  go  to  make  up  the  sum 
total  of  our  industrial  life  ? The  suggestion  is  ridiculous  and 
unpracticable.”  The  basic  misconception  here  is  the  impractica- 
bility of  usefully  transferring  labour  from  one  industry  or 
profession  to  another.  A mind  harbouring  this  misconception 
w*ill  obviously  not  see  the  possibility  of  transferring  and  training 
a portion  of  labour  to  new  occupations  with  the  special  design 
of  meeting  the  varying  demands  of  industry  as  definitely  ex- 
pressed through  the  medium  of  a central  controlling  power;  the 
ultimate  object  of  such  an  organization — the  deliberate  control 
of  industry  so  as  to  make  Involuntary  unemployment,  seasonal 
or  cyclical,  altogether  unnecessary — wdllj  consequently,  not 
even  dawm  on  a mind  so  prepossessed.  This  quick  change  is 
remarkable  in  itself,  but  is  more  remarkable  by  contrast  with 
times  of  peace.  To  what  extremes  opinion  on  this  point  has 
now  turned  may  be  seen  from  the  fact  that  even  the  piano-tuner 
is  thought  capable  of  work  on  the  land.  But  probably  the 
greatest,  and  certainly  the  saddest,  contrast  is  to  be  seen  in  the 
efforts  now  being  made  to  establish  a national  system  by  which 
the  soldiers  maimed  in  the  war  may  be  taught  and  trained  in 
altogether  new  avocations.  The  man  who  was  wLole  and 
physically  fit  before  the  war  was  deemed  incapable  of  entering 
another  trade,  but,  coming  back  minus  one  or  more  limbs  and, 
perhaps,  otherwise  afflicted,  he  is  considered  quite  capable  of 
taking  up  some  new  occupation  by  which  he  can  earn  his  own 
living.  We  have,  in  fact,  the  spectacle  of  an  enlightened 
and  professedly  Christian  nation  throwing  away  old  standing 
customs  and  conventionalities  and  adopting  any  or  all  innovations 
and  changes  that  suggest  themselves  as  conducive  to  the  successful 
prosecution  of  war  ; w'hile  for  the  promotion  of  peace  these  same 

Innovations  would  be  scouted  as  obviously  unpractical,  if  not 
ridiculous. 

Another  expedient  resorted  to  by  the  war  government  and 
duly  assimilated  by  the  country  is  that  of  paper  money.  The 
adoption  of  a paper  money,  on  a limited  scale  and  for  a definite 
purpose,  is  one  of  the  innovations  contemplated  by  the  present 
scheme.  In  countries  already  using  a paper  currency  there  is 
not,  of  course,  the  prejudice  against  it  that  is  to  be  found  in  this 
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'country,  v here  practically  the  only  money  handled  by  the 
masses,  in  times  of  peace,  is  coin.  The  extent  to  which  paper 
has  been  ui  ;ed  since  the  commencement  of  the  war  is  ample  proof 
that  the  p’oposed  double  currency — coin  and  paper — ^would  be 
an  innova-  ion  susceptible  of  ready  adaptation  to  present  in- 
dustrial mi  :thods,  providing  its  introduction  w-ould  serve  a useful 
pui-pose. 

The  V ew  presented  in  the  chapter  on  ‘ Paiasitic  Wealth,’ 
of  the  para  sitic  nature  of  our  wealth- production  seems  to  receive 
remarkabh  confirmation  in  the  fact  that  some  seven  or  eight 
million  workers — approaching  half  the  working  population— 
are  withdr  \wn  from  ordinary  industry  to  expand  the  essentially 
parasitic  o 3cupations  of  our  naval  and  military  forces,  with  the 
ci%ul  occui)ations  that  directly  and  indirectly  support  them. 
'The  remai]  ider  of  the  working  population  are,  thcsref ore,  engaged 
in  the  proc  hction  of  both  the  real  and  parasitic  v'ealth  necessary 
to  sustain  the  whole  at  a certain  minimum.  That  these  war 
conditions  might  continue  for  years,  if  necessary,  seems  to 
indicate  p *etty  clearly  the  immense  amount  of  wealth  that  may 
be  diverted  to  absolute  waste  without  appreciably  altering  the 
comparati/e  wealth-earning  position  of  the  working-classes,  and 
that,  ther  jfore,  in  times  of  peace,  the  diversion  of  wealth  from 
the  worke 's,  who  produce  it,  does  actually  take  jdace  on  such  an 
extensive  scale. 

Anotjier  truth  that  the  effect  of  the  war  ought  to  make 
unmistakj  bly  plain  is  that  the  real  value  of  wages — their  actual 
purchasing  power — ^is  not  to  be  permanently  altered  by  any 
artificial  c evice  which  leaves  competition  free  to  readjust  values. 
It  had,  b3fore  the  war,  become  a well-recognized  fact  that  the 
readjustnent  of  values  following  the  action  of  economic  forces 
slowly,  but  surely,  re-establishes  the  relative  economic  position 
of  laboui  at  about  the  same  level  whatever  means — ^vhether 
trade-union  or  Government  regulation — might  be  taken  to 
increase  irtificially  the  portion  of  labour.  During  the  war, 
this  procoss  has  taken  place  under  our  very  eyes,  so  to  say,  in 
so  short  i time  that  it  may  be  considered  to  have  taken  place 
suddenly  The  economic  changes  are,  of  course,  incomplete, 
but,  speaiing  broadly,  wages  have,  with  the  aid  of  -\;v'ar  bonuses^ 
gone  up  n spite  of  the  forces  at  work  to  keep  them  do-wn,  and 
the  price: ; of  commodities  have  also  gone  up,  tending  to  keep  the 
real  valu3  of  labour  at  its  old  standard.  In  face  of  these  un- 
doubted effects  of  the  operation  of  competitive  forces,  it  seems 
strange  lhat  so  much  faith  should  still  be  placed  in  the  fixing 


attention  is  given  in  the  chapter  on  the  ‘ Labour  Movement.’ 

The  war,  too,  has  created  such  conditions  as  to  warrant  a 
much  higher  initial  wage  than  would  be  safe  and  feasible  under 
normal  conditions.  Wages  are  comparatively  high,  and  the 
margin  of  unemployed  is  probably  less  than  it  ever  could  be  under 
pea,ce  conditions.  This  is  an  advantage  which  w'ould  greatly 
facilitate  the  firm  establishment  of  the  new'  industrial  order. 

It  IS  everywhere  recognized  that  with  the  dose  of  the  w'ar 
there  will  be  a serious  problem  to  face  in  the  war’s  aftermath. 
It  IS  natural  that  much  thought  should  now  be  given  to  this 
question,  the  magnitude  and  seriousness  of  which  are  w'ithout 
precedent.  The  imlications  so  far  discernible,  how'ever,  point 
to  the  adoption  of  no  other  than  the  old  familiar  methods  of 
dealing  with  poverty  and  distress  ; there  is,  apparently,  to  be  a 
national  organization  commensurate  with  the  mass  of  labour 
to  be  handled,  for  transforming  the  w’ar  condition  back  to  the 
peace  conditions  existing  before  the  w'ar.  The  men  who  have 
suffered  in  the  war  thus  come  back  to  their  country  to  re-enter  the 

sphere  of  industrial  struggle  and  settle  down  again  to  the  same 
old  conditions. 

The  productive  force  of  modern  industrial  methods,  given 
adequate  means  of  expression,  w'ould  be  sufficient  not  only  to 
make  handsome  provision  for  those  W'ho  have  lost  their  husbands, 
fathers,  brothers  or  sisters  in  the  w'ar,  and  for  those  who  return 
maimed,  but  would  also  make  the  financial  burden  of  the  w'ar  a 
matter  of  comparatively  small  importance.  The  industrial 
organization  here  contemplated  aims  at  such  a fundamental 
c ange  in  industi}^  as  will  not  only  make  adequate  provision  for 
the  war’s  demands  but  effect  such  an  alteration  in  the  basis  of 
industry  as  to  make  future  w'ars  impossible. 

The  Russian  revolution  if,  as  W’e  all  sincerely  hope,  it  results 
in  the  permanent  establishment  of  a democratic  form  of  govern- 
ment, is  an  unlooked-for  outcome  of  the  w'ar  which  must  ensure 
to  the  masses  of  the  Russian  people  a political  freedom  from 
which  they  may  hope,  by  the  right  use  of  their  new  political 
power,  to  attain  that  economic  freedom  without  which  existence, 
even  under  republics,  is  for  the  greater  part  of  humanity  a long 
demoralizing  life-struggle.  The  attainment  of  a democratic 
form  of  government  is,  therefore,  by  no  means  the  real  social 
goal  of  the  masses.  Nor  should  it  be  overlooked  that,  at  the 
present  time  in  Russia,  as  in  other  democratic  countries,  there 
is  a not- insignificant  section  of  the  public  intent  on  the  overturn 
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of  “capitalism,”  and  whose  political  activities,  therefore,  foster, 
and  are  de  dgned  to  foster,  the  class  war.  The  culmination  of 
the  policy  <>f  the  class  war  would,  of  couise,  he  a ie\olution  for 
the  overth  'ow  of  the  then  existing  capitalists  and  wealthy 
classes,  and  would  not,  if  successful,  in  the  least  alter  the  nature 
of  the  syste  n of  industry  which  arises  naturally  from  the  economic 
actions  of  lie  masses  themselves.  Of  such  revolutions  there  is 
a real  danger,  unless  a more  reasonable  economic  system  comes 
into  being  governments,  plutocratic  and  monarchic,  ma}',  in 
fact,  in  till  course  of  generations,  be  overthrown  again  and 
again  and  alternations  between  despotisms  and  democracies 
continue  f(  r centuries.  Incidentally,  it  may  bo  worth  while 
remarking  hat  the  propagandism  of  this  extreme  revolutionary 
socialism  c aitains  the  most  extreme  distortion  of  the  truth  as 
regards  tin  relation  of  social  progress  to  “evolution.”  This 
applies  nioi  e particular!}^  to  the  American  side  of  the  Atlantic, 
where  the  i .Titer  has  heard  the  orator  of  this  school  of  socialism 
instilling  ti  e revolutionary  spirit  into  his  audience  by  showing 
from  evolvtion  in  physical  nature  that  revolutions  form  a 
nece.ssary  part  of  “ evolution,”  and  that  the  evolution  of  society 
could  only  proceed  by  the  same  method.  It  is  this  view  of  the 
connexion  letween  physical  and  social  evolution,  though  in  its 
milder  form  as  held  in  this  countr}g  that  prompted  the  chapter 
on  ‘ Evolutionary  Theory  and  Social  Progress.’  The  prevalence 
of  this  view  in  its  mild  form  may  also  be  illustrated  by  the  article 
of  The  Da  lij  Dispatch  referred  to  above,  where  the  reviewer 
informs  us  • hat  “ Society  is  a living  growth,  not  a manufacture, 
and  states  that  “ The  main  point  the  author  has  forgotten  is  that 
the  whole  of  progressive  tendencies  are  along  evolutionar}  lather 

than  creative  lines.” 

If  the  i‘agerness,  norv  di.splayed  in  the  organir.ation  for  war, 
to  adopt  ai  y innovation  conducive  to  its  successful  prosecution 
could  only  >e  shown  in  the  cpiest  for  the  organization  for  peace, 
great  hopes  might  be  entertained  of  the  happy  consummation 

of  tliis  noUer  ideal. 

Norcott  I'rook, 

Warrii  gton. 

April  21,  1917. 
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Chapter  I. 

INTRODUCTION. 

“Behold,  tlien,  men  united  and  liostile  at  the  same  time,  on 
one  .side,  if  we  may  be  allowed  the  expression,  embracing  each  other, 
and  on  the  other  endeavouring  mutually  to  wound  each  other! 
Law's  are  the  chains,  more  or  less  efficacious,  wdiich  are  destined  to 
suspend  {.r  to  restrain  their  blows,” — D’Alembert,  Analysis  Montes- 
quieu’s ‘ Spirit  of  Laws.’ 

“ It  w'ould  clear  up  our  ideas  about  many  things,  if  we  dis- 
tinctly recognized  the  tmth  that  wo  ha\'o  tw'o  religions.  Primitive 
Inimanity  has  but  one.  Tlie  two  are  opposed  ; and  w'e  who  live 

midw'ay  in  the  course  of  civilization  have  to  Ijelieve  in  both.” 

Herbert  Spencer,  ‘ The  Study  of  Sociology,’  chap.  viii. 

Tip  strange  phenomenon  to  which  allusion  is  made  in  the  fore- 
going passages  impresses  itself  upon  our  attention  with  more  or 
less  definiteness  and  importance  according  to  the  light  in  which 
we  regard  sociological  phenomena  generally. 

Throughout  the  length  and  breadth  of  civilized  society,  in 
the  home,  in  the  Church,  in  the  press,  in  our  educational  in- 
.stitutions,  in  politics  and  legi.slation,  and  in  every  other  depart- 
ment of  social  activity,  there  is  dominating  all  social  aspirations, 
the  ideal  of  the  reign  of  justice,  right,  brotherhood  and  peace! 
Opposed  to  this  is  the  practice  of  the  direct  opposite  of  our 
ideal — injustice,  WTong,  social  discord  and  the  many  forms  of 
industrial  strife  culminating,  all  too  often,  in  the  brutality  of 
human  butchery  or  ci\dlized  w'arfare.  This  contrast  naturally 
gives  rise  to  the  notion  that  civilization  is  largely  a system  of 
orgairized  hypocrisy. 

There  lurks,  then,  within  the  human  breast  some  mysterious 
influence  by  which  our  best  intentions  are  neutralized,  if  not 
transformed.  The  powder  of  this  insidious  compulsion,  forcing 
us  to  do  the  direct  opposite  of  what  our  desires  would  dictate” 
may  be  roughly  estimated  by  every  one  wffio  will  take  the  trouble 
to  analyse  his  own  actions  and  their  motives.  Our  own  individual 
experience  teaches  us  that,  in  every  sphere  of  life,  we  have  to 
consult  our  material  interests  in  determining  our  social  actions, 
and  that  these,  oftener  than  not,  dictate  a course  w'e  should  not 
choose  of  our  own  free  will.  From  this  wn  may  reasonably  infer 
that  the  higher  aspirations  of  humanity  are  held  in  bondage  to 
the  pownr  of  material  interests. 

It  is  more  than  a mere  probability  that,  wnre  fidl  expression 
of  human  desire  possible,  the  spirit  of  amity  would  be  found  the 
dominant  moral  force,  in  the  sense  that  the  majority  of  the  human 
beings  constituting  civilized  society  aie  influenced  more  by  the 
religion  of  amity  than  by  tlie  religion  of  enmity.  This,  however, 
must  not  shut  out  of  sight  the  possibility  that,  under  existing 
conditions,  the  religion  of  enmity  may  influence  a minority  to 
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a greater  extent  than  that  of  amity,  and  that  this  must  necessarily 
tend  to  iiccentuate  that  semi-conscious  state  of  social  strife  in 
which  all  alike  are  actuated,  to  some  extent,  by  the  selfish  as 
opposed  to  the  altniistic  spirit.  Thus,  the  niligion  of  enmity 
becomes  strongly  entrenched  around  vested  interests  by  which 
it  obtains  undue  power,  imparting  its  character  broadly  to  a 
society'  n^hich  would  otherwise  present  features  marked  by^  the 
\ ery  opjiosite. 

That  the  hostility  of  men,  inherent  in  modern  industrial 
communities,  creates  a condition  of  society  presenting  phenomena 
akin  to  t lose  exhibited  by  a state  of  war  needs  no  further  evidence 
than  the  constant  political  activities  whose  aim  is  to  forge  “ those 
chains,  more  or  less  efficacious,  which  are  destined  to  suspend 
or  restrain  their  blows.”  In  spite,  however,  of  the  enormous 
amount  :>f  legislation,  dealing  with  every  phase  of  the  complex 
question  put  into  force  in  modern  times,  there  seems,  to  judge 
])y  resuLs,  to  be  very  little,  if  any,  impression  made  on  the 
relative  adjustment  of  these  hostile  forces  in  human  nature. 
Silencer  'efers  to  these  antagonistic  religions  as  “ both  requisite 
in  our  trinsitional  state,”  and  urges  the  necessity  of  making  due 
allowanc?  for  the  two  conflicting  forces  in  forming  our  opinion 
of  social  phenomena. 

Whnt  seems  of  more  ini23ortance,  however,  is  the  necessity 
for  some  such  social  re-adjustment  as  will  actually  modify  the 
relations  flip  of  the  two  religions.  If,  as  Spencer  suggests,  the 
religion  )f  enmity'  is  to  be  gradually  supplante'd  by  the  religion 
of  amit\ , it  is  a reasonable  inference  that  such  modifications  of 
society  mist  be  introduced  as  will  make  the  assertion  of  self 
less  and  less  necessary  and  consideration  for  others  more  and 
more  possible. 

Mu(  h moral  teaching,  especially  that  emanating  from  the 
Christian  Church,  seems  to  assume  the  possibility  of  a man’s 
a^iplying  his  moral  j^recejits  under  any  cinmmstances.  The 
underlyitig  idea  here  is  that  the  just  regulation  of  the  conduct 
of  man  towards  man,  in  all  economic  or  social  intercourse,  will 
lie  the  n itural  and  spontaneous  consequence  of  the  spirit  of  amity 
^lermeat  ng  society.  The  reformation  of  the  individual  is,  thus, 
the  all-:  miiortant  object,  and  its  accomjilishment  would  prc- 
sumabh  do  away  with  all  need  of  political  reform,  for  the  natural 
impulses  sjuinging  from  within  would  make  altogether  super- 
fluous outside  social  regulation. 

Th(  belief  that  any  two  men  may,  between  themselves,  so 
regulate  their  dealings  as  to  ensure  a Christian  standard  of 
living  without  leference  to  the  community  at  large,  whose  com- 
lilicated  mechanism,  from  an  economic  standpoint,  confines  their 
activities  and  social  outlook  w'ithin  very  narrow'  limits,  involves 
a flight  of  imagination  analogous  to  the  process  of  assigning 
equivak  nt  producing  values  to  two  insignificant  parts  of  a great 
compile  ited  machine  without  taking  into  account  the  value  of 
the  totid  output  of  the  machine  and  its  due  ajqxu  tionment 
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amongst  its  ]3arts.  However  desirous  a man  may  be  to  deal 
justly  with  his  fellow  man,  the  coinjilexity  of  modern  society  so 
completely  obscures  both  his  own  and  his  neighbour’s  true 
economic  position  that  he  is  forced,  in  self-defence  and  contrary 
to  his  wish,  to  consider  mainly  his  owm  interests. 

If  the  spirit  of  amity  is  the  moral  force  by  w'hich  our  in- 
dustrial system  w'ill  eventuall}'  be  actuated,  a definitely  designed 
economic  system  would  appear  to  be  as  necessary  for  its  ex- 
pression as  the  mechanism  of  a locomotive  is  for  the  transmission 
of  its  motive  force.  Let  us  conceive,  by  w'ay  of  illustration,  a 
small  community  of  twelve  Christian  men  mutually  engaged  in 
production  and  exchange.  It  is  clear  that  if,  through  a fault  in 
organization,  the  distribution  became  so  unequal  as  to  place 
four  of  their  number  on  the  verge  of  jDovert}'  whilst  the  remaining 
eight  enjoyed  a superabundance,  the  actual  industrial  jDractice 
would  be  out  of  harmony  with  their  Christian  princi^Dles  until  the 
fault  in  distribution  had  been  rectified.  In  this  hypothetical 
case,  the  smallness  of  the  number  involved  making  such  a fault 
eas}'  of  detection,  the  course  to  adopt  w'ould  be  evident  to  all 
concerned  and  the  reined}'  at  once  apiilied  for  efiecting  a just 
distribution.  It  is  to  be  assumed  that  the  consciences  of  the 
^ eight  well-circumstanced  w’ould  not  allow  them  to  rest  until 
the  four  were  “ being  done  to  as  they  w'ould  like  to  be  done  to  ” 
in  the  same  circumstances,  and  the  projDer  remedy  aj^plied. 
Being  in  the  majority,  the  eight  w'ould  thus  have,  not  only  the 
will,  but  the  political  jiow’er  to  effect  the  change  ; and  this 
consideration  prompts  the  reflection  that,  even  if  the  minority 
of  four  were  not  themselves  Christians,  the  Christian  spirit 
dominating  the  action  of  the  majority  w'ould  dictate  the  same 
course.  Although  the  four  are,  by  hyjiothesis,  Christians  one 
may  reasonably  assume  that  they  w'ould,  at  least,  be  so  far 
influenced  by  the  spirit  of  selfishness  as  to  demand  their  economic 
rights  ; and  we  have  here,  as  it  w'oiild  seem,  an  indication  of  the 
condition  necessary  for  the  relative  adjustment  of  the  two  ojq^osed 
religions — each  member  of  the  little  community  would  have 
->  sufficient  of  the  altruistic  spirit  to  grant  each  of  the  others  w'hat 
he  himself  enjoyed,  whilst  each  would  also  possess  sufficient  of  the 
selfish  sjiirit  to  demand  what  others  enjoyed.  It  is  quite  evident, 
how'ever,  that  the  actual  adjustment  depends  absolutely  ujjon  a 
suitable  economic  system,  or,  in  other  words,  upon  an  adequate 
industrial  organization.  The  eiTor  of  attributing  the  jioverty 
of  the  minority  to  their  moral  defects  instead  of  to  defective 
organization  could,  in  such  a case,  scarcely  arise. 

Now',  if  the  adjustment  of  the  two  opjiosing  moral  forces  in 
social  practice  is  dependent  iqion  the  institution  of  a certain 
industrial  or  social  organization,  the  quest  for  this  latter  is  not 
less  important  than  the  inculcation  of  the  spirit  of  altruism. 
The  problem  of  social  readjustment  is,  of  course,  infinitely  more 
^ conqfiicated  in  the  case  of  a modern  industrial  community  of 
forty  or  fifty  millions  of  jieople  than  it  ajipears  in  the  case  of  our 


4 


THE  INDUSTRIAL  COUNTERPOISE 


sniall  hy]>  )thetical  community ; but,  until  it  is  solved,  the  spirit 
of  enmity  must  continue  to  assci-t  itself  in  flagrant  defiance  of 
the  dictat 's  of  an  all-pervading  spirit  of  amity.  The  influence 
of  the  Chiislian  Church,  immense  though  it  be,  is,  in  itself,  not 
sufficient  1 o impart  to  society  a regime  founded  on  the  spirit  of 
amity  that  it  teaches.  The  social  conflict  is  not  only  strong 
enough  to  break  the  bonds  of  amity  existing  between  brethren  of 
the  same  ( !hurch,  but  also  the  bonds  of  kinship  b(5tween  brothers 
of  the  san  e family,  as  is  so  often  evidenced  by  family  disputes 
relating  to  inheritances  and  other  forms  of  property  interests. 

The  attitude  of  the  Church  is  one  of  conspicuous  inconsis- 
tency. T1  le  code  of  moral  duties  w'liich  it  teaches  is,  as  a practical 
guide  in  bi  .siness,  repudiated  with  ridicule,  not  only  by  professing 
lay  Christ  ans  but  even  bj'  many  of  the  professional  teachers, 
who  woul  1 regard  a person  actually  attempting  to  put  his 
Christian  rrinciples  into  practice  in  his  business  as  obviously 
simple-mii  ded,  if  not  something  w'orse.  We  have  a further 
striking  c(  ntrast  in  the  heartlessness  displayed  b3^  the  Church 
in  turning  its  back  upon  those  who,  having  been  so  far  influenced 
as  to  tr,3^  to  put  their  principles  into  practice,  become  social 
failures,  ai  d the  marked  respect  and  honour  shown  towards  those 
w'ho,  having  discarded  their  Christian  principles,  become  social 
successes.  This  extreme  insincerity  must  necessarily  exert  a 
powerful  d ebasing  influence  on  the  Christian  standard  of  morals, 
if  it  does  not  actually  amount  to  a prostitution  of  the  Christian 
ideal. 

Not  oiil}'  is  the  spirit  of  altruism  impossibh^  of  application 
without  oonomic  ada]3tation,  but  the  practical  assertion  of 
reasonable  self-interest  is  equally  so.  Great  federations  of 
labour,  th  High  the^'  may  be  as  powerful  in  social  and  political 
influence  ns  the  Church,  are  quite  as  powerless  to  attain  their 
ideals. 


An  ac  equate  industrial  arrangement  being  al)solutely  neces- 
sary to  permit  the  practical  expression  of  our  social  ideals,  the 
want  of  tills  would  appear  to  be  the  main  obstacle  to  the 
ascendanc. ' of  the  spirit  of  amity. 

That  there  may  be  brought  about,  then,  such  a radical 
change  in  the  Ijasis  of  industry  as  will  obviate  the  need  for  the 


exercise  o'  excessive  selfishness  and  the  spirit  of  enmity,  it  is 
necessary  to  consider  in  what  manner  and  to  what  extent  this 


spirit  of  enmity  is  embedded  in  the  jiresent  economic  system. 
This  consi  leration  forms  the  subject  of  the  next  chapter. 
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CHAPTER  II. 

Blind  Economic  Forces. 

Whatever  views  are  held  of  our  industrial  s^’stem  there  seems 
to  be  a general  agreement  that  there  is  not  much  Avrong  with 
the  method  of  expressing  our  economic  demand.”  To  the 
mass,  who  give  little  thought  to  questions  of  policical  economxq 
the  prevailing  practice  will  appear  most  natural,  and,  therefore, 
will  suggest  no  possibility  that  there  ma^’  be  rooted  in  this 
familiar  process  a fundamental  error  responsible  for  infinite 
mischief  to  themselves.  On  the  other  hand,  those  Vv'ho  do  make 
a study  of  industrial  and  economic  questions  a,ppep«r  to  regard 
the  correctness  of  the  method  as  axiomatic.  The  problem  of 
our  professional  economists,  in  its  practical  aspect,  would  appear 
to  be  “ Given  a population  of  millions  of  human  beings  expressing 
their  economic  demands  in  a blind,  orderless  manner,  to  discover 
how  to  effect  an  equitable  distribution  of  wealth. 

We  express  our  economic  demand  when  we  make  our  daily 
or  weekly  jiurchases  at  the  grocer’s,  baker  s,  butcher  s,  tailor  s, 
or  at  any  other  of  the  numerous  establishments  which  supply 
us  with  commodities  or  services  that  serve  our  temporal  needs. 
The  fact  that  an  individual,  one,  say,  of  a nation  of  forty 
millions,  is  giving  expression  to  only  a fort^’^-millionth  part  of  the 
aggregate  demand  may  appear  in  itself  insignificant.  It  is 
evident,  however,  that  such  a fraction  of  demand  is  imt  too 
insignificant  to  be  registered,  in  the  rough  wa^"  it  is  registered, 
under  our  present  system,  and  that  whether  the  individual 
demand  be  little  or  much  it  goes  to  make  up  the  aggregate  of 
“ demand  ” to  which  “ supply  ” must  eventually  conform,  thus 
determining  the  nature  and  extent  of  production  and  the  labour 
thereto  applied.  The  large  class  of  retailers  form  the  first  step 
in  the  process  of  collecting  demands  or  centralizing  custom. 
The  retailers  pass  on  the  portions  that  they  have  been  able  to 
collect  to  a smaller  class  of  merchants,  wholesalers  or  other 
middlemen  who,  in  turn,  pass  on  the  concentrated  demands  to 
be  further  concentrated  in  the  hands  of  a smaller  class  of 
manufacturers,  where  the  aggregate  demand  thus  eventually’ 
comes  to  the  ]ioint  at  which  production  is  adjusted  to  it. 

This  public  expression  of  demiiiid  is  characterized  by  com- 
plete absence  of  order,  in  the  sense  that  wants  arc  expressed  with 
due  consideration  for  the  wants  of  others.  An  individual,  the 
very  poorest  as  well  as  the  man  of  wealth,  makes  his  purchases 
quite  oblivious  of  the  possibility  that  his  demands  ma\^  tend  to 
cause  such  fluctuations  in  trade  as  to  deprive  some  one  else  for 
a time  of  the  means  of  purcliase.  This  lilind  “ demand,” 
actuating  as  it  does  the  wliole  industrial  system,  has  certain 
inevitable  consequences  which  determine  the  general  features 
of  industry. 
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In  the  first  phace,  there  results,  as  an  accompaniment  of 
onr  oust  on  or  economic  demand,  a most  important  condition 
that  is  co-3xtensive  with  industry.  This  condition  is  that  of 
cheapness,  neaning,  by  this  term,  not  inferior  goods  init  as  low 
a price  as  ictiial  industrial  conditions  will  admit,  ^^^e  do  not, 
as  a rule,  give  one  tradesman  more  for  any  commodity  than  we 
should  hav3  to  give  to  another  tradesman  for  the  same  article. 
If  one  trad  ?sman  sells  his  goods  at  a lower  price  than  his  neigh- 
bours, whe  her  by  sacrificing  his  goods  or  becaust!  he  has  found 
means  of  re  lucing  the  prime  cost  of  his  wares,  trade  will  gravitate 
towards  this  tradesman,  with  the  result,  probably,  if  he  can 
continue  to  make  a profit  at  the  reduced  prices,  of  either  securing 
his  neighbciirs’  trade  or  forcing  them  to  reduce  their  prices  to 
the  level  o'  his  own  in  order  that  they  may  retain  their  own 
tnnle.  This  jiropensity  of  the  public  to  follow  closely  the  fallinir 
])nce  is  so  well  recognized  by  traders  that  thev  everywhere  lay 
themselves  out  to  supply  their  wares  at  as  low  a price  as  their 
neighbours,  if  not  to  undersell  them,  relying  largely,  for  the 
puriiose  of  retaining  and  extending  their  trade,  on  such  minor 
inducements  as  greater  ci\dlity,  special  services,  reliability  as 
regards  cpuility  and  the  like. 

To  rea:  ize  the  full  importance  of  this  condition  of  cheapness 
on  which  tie  public  insist,  we  must  bear  in  mind  that  it  is  passed 
on  with  tlm  same  stringency  by  the  retailers  to  the  merchants 
and  wholes!  lers,  and  by  these  again  to  the  manufacturers.  Thus 
all  alike  m ist  bend  to  the  inexorable  law  of  cheapness  uncon- 
sciously laid  down  by  the  public  as  consumers.  Nor  does  the 
effect  of  th  s law  end  with  the  manufacturers  as  sellers,  for  as 
purchasers  of  labour  they  must  of  necessity  deal  Avith  their 
workmen  oi . the  same  lines  and  employ  the  cheapest  labour  they 
can  obtain  consistently  with  efficiency.  And  so  the  very  con- 
ditions whi'-h  the  pulilic,  as  consumers,  insist  on  at  one  end  of 
the  economic  chain  they  find  binding  themselves,  as  producers 
at  the  othei  end.  ’ 


A seco  id  consequence  of  the  blind  expression  of  demand 
in\ol\es  th3  speculative  element  in  industry^  Inasmuch  as 
there  is  no  -ormal,  and  therefore  certain,  adju.stmcnt  of  a corre- 
sponding “ supply  ” k)  our  several  “ demands,”  the  actual 
Jbdjustnient  takes  jilace  only  indirectly  through  the  intermediary 
of  a series  o f economic  operations  all  conducted  under  conditions 
of  uncertaii  ty.  There  being  no  common  centre  for  the  concen- 
tration of  the  millions  of  fragments  of  demand  and  the  direct 
organizatioi  of  production  in  conformity  therewith,  this  function 
is  performel  by  the  series  of  retailers,  merchants,  and  manu- 
facturers, the  aggregate  demand  thus  coming  to  be  distributed 
amongst  a class  of  independent  cajiitalists  engaged  in  production. 

The  op^iations  of  the  capitalist  are,  as  we  know,  attended 
with  more  o;-  less  risk  consequent  on  fluctuations  in  jiublic  demand 
and  the  general  uncertainties  always  existing  in  industry  and 
cuiiinierce.  A cajiitalist,  W'liethcr  iic  be  a large  manufactuier 


THE  INDUSTRIAL  COUNTERPOISE 


7 


or  a small  retailer,  cannot  e.scape  all  risk.  He  estimates  as  nearly 
as  he  can  the  amount  of  business  he  is  likely  to  transact  and  the 
expenses  he  is  likely  to  incur  ; if  the  estimated  revenue  over 
expenses  is  sufficient  to  waiTant  the  risk  of  the  capital  outlay, 
he  undertakes  the  business.  The  actual  trading  may  exceed  or 
fall  short  of  his  estimate,  but  if  the  total  revenue  exceeds  the 
total  outgo,  he  makes  a profit  and  can  continue  to  trade  as  long 
^ as  a profit  is  shown.  The  idea  of  running  a business  with  a 

certainty  of  making  the  income  and  outgo  exactly  equal  in  spite 
of  industrial  and  social  uncertainities  is,  of  course,  obAnously 
unreasonable.  The  speculative  element  in  industry',  therefore, 
means  profit-making,  and  this  is  consequently'  inherent  in  the 
present  system. 

A further  consequence  of  the  unorganized  expression  of 
demand  is  the  necessity’^  of  industrial  competition.  As  we  have 
seen,  the  employmient  of  capital  in  indirstry'  is,  in  the  veiy  nature 
of  things,  dependent  upon  the  making  of  profit  ; its  employ'ment 
at  a loss  is  impossible,  for  it  would  soon  disappear  altogether  ; 
and  its  employ'ment  without  either  profit  or  loss  is  impracticable. 
The  risk  of  loss  naturally  compels  a capitalist  to  resort  to  every' 
legal  means  of  making  a profit,  and  his  interests  inevitably'  come 
t into  conflict  with  others  similarly  engaged  in  profit-making. 
The  development  of  the  industrial  struggle,  in  its  extreme  form, 
is  natural  and  inevitable,  for  the  fear  of  industrial  death  is  a 
motive  strong  enough  to  inflict  industrial  death  on  others.  While 
the  employmient  of  capital  may'  more  clearly  illustrate  the 
inevitable  nature  of  competition,  the  industrial  struggle  is  not, 
of  course,  peculiar,  miich  less  confined,  to  those  popularly  known 
as  “ capitalists  ” but  affects  society  throughout,  the  working 
classes  equally  with  the  capitalist  classes.  From  the  point  of 
view  of  the  industrial  struggle,  there  seems,  indeed,  little  point 
in  distinguishing  between  capitalist  and  non-capitalist ; for 
those  who  do  not  possess  sufficient  accumulated  wealth  to  employ 
in  industry  or  commerce  are  nevertheless  potential  capitalists 
actuated  by'  the  same  motives  and  guided  by'  the  same  desires 
and  instincts  as  actual  capitalists.  A capitalist  w'ho  loses  his 
capital  in  the  st niggle  and  drops  to  the  rank,  perhaps,  of  a 
working-man,  as  well  as  a working-man  who  is  successful  in  the 
struggle  and  passes  into  the  ranks  of  the  capitalist,  are  similar 
units  in  the  great  industrial  army.  Strife  of  any'  kind  implies 
success  and  failure — ^that,  if  some  succeed,  others  lose  ; the  very' 
nature  of  our  present  industrial  sy'stem,  therefore,  makes  success 
for  all  impossible. 

The  condition  of  “ cheapness  ” to  which  reference  has 
already'  been  made  in  connexion  with  economic  “ demand,”  is, 
in  reality,  a phase  of  competition.  To  give  for  any  commodity 
more  than  the  lowest  price  at  which  it  can  be  brought  to  market 
is  to  put  wealth  into  the  pockets  of  other  people,  a course  that 
is  directly  opposed  to  the  dictates  of  necessity,  and  which  would, 
if  carried  out  to  any  extent,  soon  disperse  a man’s  store  of  wealth. 
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In  tlie  absnice  of  a more  rr«tional  standard  of  exchange  value, 
purchasing  in  the  cheapest  market  is  the  only  ])ractical  guide 
for  an  individual's  expenditure,  an<l  is  particularJy  necessary  in 
the  case  ol  the  poor,  whose  position  is  such  as  to  compel  them 
to  seize  eviay  ])ossible  advantage  that  changing  industry  affords. 
Here,  then  because  there  is  no  adequate  provision  in  our  economic 
system  foi  the  expression  of  demand  with  due  regard  to  the 
demands  f f others,  we  are  forced  to  the  opposite  extreme  of 
ignoring  a l but  our  own  immediate  interests,  buying  in  the 
cheapest  market,  heedless  of  remoter  consequences  either  to 
ourselves  c r others,  and  thus  implanting  in  our  industrial  regime 
that  ruling  principle  which  is  the  negation  of  the  spirit  of  amity 
and  the  es{  ence  of  the  spirit  of  enmity. 


Now,  if  the  speculative  element  in  industry,  with  its  con- 
comitant, competition,  fs  the  inevitable  consequence?  of  the  absence 
of  a suita.ble  regulation  of  demand  and  supply,  this  truth  should 
point  veiy  plainly  to  the  lines  on  which  the  coriect  solution  of 
the  indust  dal  problem  is  to  be  found.  Industrial  competition 
is  regarded  by  some  people  as  a beneficent  process  whose  un- 
doubted e'dls  are  more  than  counterbalanced  by  compensatory 
advantages  contributing  to  social  advancement  ; by  others,  and 
probably  ttie  majority,  it  is  regarded  as  a most  vicious  element, 
responsible  for  infinite  mischief  to  society.  Political  and  social 
activities  directed  against  the  evil  results  of  competition  evince 
the  spontaneous  promptings  of  the  spirit  of  amity  that  might, 
presumabl.’,  under  conditions  permitting  of  its  free  expression, 
actuate  irdustrial  intercourse.  This  spirit  is  displayed  alike 
b}^  those  ^dio  regard  competition  as  a regrettable  necessity  and 
by  those  w lo  regard  it  as  vicious  and  unnecessary  : the  former,  no 
doubt,  are  influenced  in  their  actions  by  the  conviction  that 
2)alliation  is  the  most  that  can  be  attained,  whilst  the  latter  would, 
ostensibl}^.  eradicate  the  evil  by  such  a raelical  alteration  of  the 
conditions  as  would  remove  the  cause.  In  the  whole  arena  of 


political  ai  id  social  controversy,  however,  there  has  not  emerged, 
as  yet,  any  coherent  attempt  to  direct  legislative  activities  towards 
the  j?ubli(  regulation  of  demand  and  suj3ply,  the  absence  of 


which,  as  is  here  maintained,  is  the  immediate  cause  of  com- 


petition. In  determining  the  treatment  of  a disease,  j)hysical  or 
social,  ou(  instinctively  inquires  first  of  all  for  the  cause,  the 


removal  ol  the  cause  being. 


obviously,  the  surest  way  of  obviating 


its  effects. 


When  we  I'eflect  that  in  England,  during  tlie  last  three 
hundred  \ears,  some  37U  Acts  of  Parliament,  dealing  with  one 
jihase  or  .mot lie r of  the  great  problem  of  }tovert}',  have  been 
})laced  uqion  the  statute  book,  and  that,  in  s|?ite  of  this  and  the 
large  amc  iint  of  social  and  industrial  legislation  of  the  last 
liundred  yea.is,  which  covers  the  jieriod  of  the  growth  of  demo- 
cracy, the  ancient  evils  in  their  modern  and  more  acute  form  still 
mock  our  efforts,  we  ought,  at  any  rate,  to  be  im]»ressed  with  the 
necessity  of  a perfectly  oyien  mind  on  these  jiroblems. 
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The  history  of  legislative  dealings  with  the  social  protilem 
would  lead  us  to  believe  that  tlie  quest  for  the  cause  of  a social 
or  industrial  evil  is  highly  involved  ; nevertheless,  we  have  those 
to  whom  the  sequence  of  cause  and  effect  apjrear  so  perfectly 
obvious  as  to  leave  little  room  for  argument.  Thus  we  are  told 
that  “ low  wages  is  the  cause  of  poverty,”  that  ‘‘  undercon- 
sumption is  the  cause  of  over-production,”  that  “the  accumula- 
} tion  of  wealth  by  the  few  is  the  cause  of  the  want  of  wealth  to 

the  many.”  Such  opinions  are  evidently  formed  on  a very 
superficial  view  of  industrial  processes,  a deeper  insight  into  which 
would  reveal  the  fact  that  all  these  phenomena  are  effects  of  one 
cause.  Yet  such  ojunions  as  these  naturally  influence  the  actions 
of  those  who  hold  them  in  certain  definite  and,  be  it  noted, 
conflicting  directions  of  social  or  industrial  reform  : the  institution 
of  various  means  of  raising  wages,  under  present  competitive 
conditions,  to  cure  poverty  ; the  artificial  stimulus  of  consumj>tion 
in  spite  of  competitive  forces  to  prevent  over-production  ; the 
transference  of  a portion  of  wealth  from  those  who  have  succeeded 
in  gaining  it,  in  the  industrial  struggle,  to  those  who  have  failed. 
The  alternative  of  effecting  an  equitable  distribution  of  wealth 
without  the  struggle  is,  apparentl}%  out  of  all  reason. 

$ There  are  also  those  who  deliberately  ignore  the  cause  and 

deal  only  with  its  effects.  Fluctuations  in  trade  are  the  admitted 
cause  of  “ unemjiloyment,”  yet  the  English  “ National  Insurance 
Act,”  in  applying  the  principle  of  insurance  against  the  lisks  of 
unemployment,  assumes  the  continuation  of  unemjDloyment  and 
the  fluctuations  in  trade  that  produce  it,  so  tending  to  perpetuate 
the  evil.  This  attempt  to  deal  with  unemployment  on  a national 
scale  without  in  any  way  regulating  trade  so  as  to  prevent  or 
minimize  its  fluctuations  is  all  the  more  remarkable  that  it 
contains  a provision  incidentally  designed  to  make  it  worth  while 
for  employers  to  provide  as  regular  emploj' merit  as  possible.  In 
this  we  have  a tacit  recognition  of  the  need  of  a regulating 
principle  in  industry. 

Further  reference  will  be  made  to  the  principle  of  insurance, 
_ as  applied  to  industry,  as  well  as  to  other  policies  of  reform,  \^'ith 
a view  of  showing  that  any  and  all  reforms  which  leave  the 
speculative  element  in  industry  and  comjretition  untouched, 
can  make  no  appreciable  inq^rovement  in  industrial  and  social 
conditions.  If  this  can  be  shown  to  be  true,  the  reason  of  the 
failure  of  all  past  reform  will  be  evident,  and  this  fact  should 
materially  modify  the  political  outlook.  We  have  a section 
of  the  public,  mainly  of  the  working  class,  who  argue  that, 
jiast  experience  having  proved  the  futility  of  all  reform,  it  is 
useless  to  waste  time  and  energy  in  i)olitical  reform,  and  so 
stand  aloof  from  party  politics  awaiting  a mysterious  self- 
destruction  of  the  “ ca^iitalist  system  ” : on  the  other  hand 
there  are  those  who  see  in  this  23henomeiion  a confirmation  of 
^ the  belief  that  i^olitical  and  social  reform  are,  after  all,  but 
jioor  substitutes  for  the  reform  of  the  man  himself.  iSucli 
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attitiidea  towards  reform  seem  to  be  justified  only  on  the  as- 
sumption t lat  the  reforms  actually  effected  were,  in  themselves, 
adequate  to  bring  about  the  results  anticipated  from  them  ; 
that  each  leform  was,  in  fact,  an  infallible  means  of  removing 
the  cause  of  the  evil  in  question  without  the  creation  of  new 
evils  or  th(s  transmutation  of  the  old.  The  failure  of  past  re- 
forms to  tring  about  a more  equitable  social  arrangement  is 
apparently  attributed  by  those  in  the  former  category  to  some 
sinister  design  on  the  part  of  the  capitalist  class,  rather  than 
to  any  inhsrent  defect  of  the  reform  itself,  an  idea  which,  in 
connexion  with  other  fallacies,  tends  to  foster  that  spirit  of 
antagonism  displayed  by  sections  of  the  working  class  towards 
the  class  of  capitalists. 

While,  on  the  one  hand,  a public  divided  into  many  political 
parties  hoi  ling  conflicting  opinions  as  to  practical  methods  of 
industrial  : eform,  offers  no  very  bright  prospeds  of  any  new 
social  orde  ’,  the  outlook,  so  far  as  any  scientific  guidance  on 
the  part  of  the  professional  economist  is  concerned,  seems  little 
more  hope'ul  than  when  Prof.  Cairnes  penned  his  doleful 
presage  thut  the  possibility  of  improvement  in  the  conditions 
of  the  WO]  king  classes  “is  confined  within  narrow  barriers 
which  canrot  be  passed,  and  the  problem  of  their  elevation  is 
hopeless.  \s  a body  they  will  not  rise  at  all.  A few  more 
energetic  cr  more  fortunate  than  the  rest,  will  from  time  to 
time  escap ;,  as  they  do  now,  from  the  ranks  of  their  fellows 
to  the  higher  walks  of  industrial  life,  but  the  great  majority 
will  remain  substantially  where  they  are.  The  remuneration 
of  labour  a:  such,  skilled  or  unskilled,  can  never  rise  much  above 
its  present  level  ” (Cairnes,  ‘ Some  Leading  Principles  of 
Political  E<  onomy  newly  expounded  ’). 

The  tene  of  despair  running  through  this  prediction,  with 
the  hopelessness  it  implies  for  the  future  of  so  great  a part  of 
humanity,  should  shake  to  the  foundations  those  economic 
beliefs  and  opinions  that  have,  through  the  teaching  of  political 
economy,  become  so  firmly  rooted  in  men’s  minds,  and  dispose 
us  to  open  our  minds  to  the  most  unorthodox  doctrines.  It 
is,  at  any  rate,  to  those  who  can  adopt  this  attitude  of  mind 
that  this  j roposal  for  revolutionizing  our  system  of  industry 
is,  in  the  fii  st  instance,  submitted. 

The  belief  that,  as  there  are  many  evils,  there  must  be 
many  reme  lies,  seems  to  be  so  deeply  rooted  in  popular  thought 
that  the  ic  ea  of  one  radical  reform  revolutionizing  the  whole 
system  appears  to  strike  many  people  as  a mere  extravagance 
c)f  the  iniHgination  and  obviously  absurd  : contrariwise,  the 
belief  that  the  dribbling  flow  of  reforms  vliich  merel}'  ripple 
the  surface  of  society,  leaving  nc)  deej)  and  lasting  imf)ression 
on  its  main  features,  is  the  acme  of  sanity.  An  elaborate  system 
of  the  institutions  known  as  “ Labour  Exchanges,”  which 
create  employment  for  a large  number  of  State  officials  with 
the  object  of  bringing  employers  and  workpeoj)le  into  more 
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direct  contact,  is  quite  reasonable,  although  it  does  nothing 
whatever  to  reduce  those  fluctuations  in  trade  which  cause 
fluctuations  in  employment,  and,  as  experience  shows,  makes 
no  perceptible  impression  on  the  evil  of  unemployment.  It 
would  apparently  be  unreasonable  to  invest  the  “ labour 
Exchange”  with  further  functions  by  which  man’s  desire  for 
work  could  not  only  be  registered  but  realized  immediately 
by  the  “Labour  Exchange”  itself  setting  him  to  work  ; more 
unreasonable  still  that  it  should  become  in  reality  a labour 
exchange  effecting  the  exchange  of  labour  of  those  whom  it 
employs ; and  most  unreasonable  if  its  functions  included  the 
bringing  into  direct  contact  the  economic  forces  of  ‘ demand 
and  “ supply  ” and  the  regulation  of  industry.  The  possibilitj^ 
that  many  functions  may  be  so  grouped  iinder  one  institution 
as  to  gradually  minimize  and  eventually  prevent  fluctuations 
in  trade  will  scarcely  occur  to  the  man  convinced  in  the  belief 
that  there  is  a separate  cure  for  each  evil. 

As  will  be  seen,  the  definite  proposal  to  be  explained  later 
treats  each  evil  as  inextricably  involved  in  other  relationships, 
requiring  a remedy  based  upon  the  adequate  adjustment  of 
these  relationships  and  the  consequent  organization  of  many 
interests. 

It  is  not  necessary  here  to  dwell  on  the  many  evils  that 
result  from  the  competitive  system  of  industry  ; these  evils 
are  as  familiar  as  are  the  methods  of  expressing  our  economic 
“ demands.”  It  may  be  well,  however,  to  emphasize  the  im- 
portance, from  the  point  of  view  here  adopted,  of  the  fact  that 
competition  and  its  evils  are  inevita-ble  consequences  of  the 
absence  of  any  organization  of  “ demand  ” and  “ su;^ly,” 
and  that  unless  such  a principle  of  organization  is  introduced 
into  industry,  and  allowed  to  extend  gradually,  any  fimda- 
mental  alteration  is  not  to  be  expected.  It  has  been  pointed 
out  that  the  economic  “ demand  ” is  nothing  more  than  the 
technical  term  for  our  custom,  and  that  so  long  as  the  public 
blindly  insist  on  having  just  what  they  want,  at  the  lowest 
price,  without  regard  to  the  wants  of  one  another,  just  so  long 
will  they  be  unable  to  enjoy  the  full  fruits  of  the  great  advances 
in  productive  power  that  modern  methods  have  made  possible. 

Before  considering  certain  popular  policies  of  reform  from 
this  particular  point  of  view  there  is  one  result  of  the  competitive 
system  that  requires  special  notice,  if  not  presenting  in  a new 
light  ; the  more  so  as  the  proposal  heieafter  set  forth  is  largely 
dependent  for  its  development  iqion  the  soundness  of  the  view 
here  taken. 


& 


CHAPTER  III. 

Parasitic  Wealth. 

Actual  in  iiistrial  methods  and  processes  seem  so  obviously 
necessary  under  existing  conditions  that  the  possibility  of  a 
large  number  of  apparently  indispensable  trades  and  professions 
being  entirely  eliminated,  with  advantage  to  the  community, 
will  jrrobab  y be  difficult  to  realize  by  most  people. 

That  tliere  is  a certain  amount  of  waste  as  the  result  of 
our  compel  itive  system  will,  no  doubt,  be  generally  admitted. 
There  is,  f )r  instance,  a very  general  desire,  restricted  to  no 
particular  narty,  to  apply  legislative  action  for  the  purpose  of 
mitigating  the  evils  of  slum  conditions,  and  so  to  improve  the 
health,  habits  and  morality  of  this  part  of  the  community  that 
the  amount  of  disease,  crime  and  public  danger  resulting  there- 
from may  je  reduced  to  a minimum  if  not  entirely  abolished. 
If  this  desi[-able  end  were  attained,  there  would  necessarily  be 
a correspoi:  dingly  reduced  demand  for  the  medical,  police  and 
judicial  pr  ifessions.  The  system  which  produc^es  the  social 
disease  of  he  slum  also  produces  its  antidote  in  the  form  of 
organized  j ublic  j)rotection  involving  the  employinent  of  a not 
inconsidera  )le  army  of  doctors,  policemen,  magistrates,  judges, 
law-court  officials,  as  well  as  lawyers,  barristers,  and  their  staffs. 
If  our  legislative  action  resulted  in  the  abolition  of  slums,  it 
follows  thal  that  portion  of  the  labour  of  the  medical  and  legal 
professions,  called  into  existence  by  the  slum  conditions,  could 
be  diverted  into  channels  of  greater  utility. 

We  mi  st  bear  in  mind,  too,  that  much  other  labour,  of  an 
apparently  useful  character,  is  indirectly  applied  to  the  same 
end  in  the  form  of  production  of  commodities  and  of  services 
destined  fo  ■ the  upkeep  of  the  establishment  of  these  various 
professions.  This  burden  of  waste,  necessitated  by  a faulty 
iiulustrial  fystem  is,  thus,  spread  over  the  community,  the 
wasteful  p:  ofessions  and  trades  becoming,  to  the  ordinary 
observer,  indistinguishable  from  those  of  genuine  utility. 

Such  0 3cupations  as  arise  from  faulty  organization,  being 
of  an  esseniialh'  different  nature  to  those  devoted  to  the  pro- 
duction of  1 ?al  wealth,  should  be  regarded  as  falling  in  a separate 
economic  e itegory.  In  practice  both  classes  are  accounted 
I)roducers  ( f w'ealth.  It  is  evident  that  the  labour  which  is 
only  rendeied  necessary  by  faults  in  the  system  of  industry 
could  be  dispensed  with  under  a system  in  which  these  faidts 
could  not  0 3cur ; and,  further,  that  those  who  are  now  engaged 
in  this  nil]  reductive  labour  are  at  present  living  upon  the 
laliour  of  those  producing  actual  wealth,  the  former  thriving 
upon  the  la , ter  in  consequence  of  the  disordered  lystem. 
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The  vastnoss  of  the  extent  of  this  parasitic  form  of  industry 
is,  probably,  little  suspected  by  the  generality  of  people,  and 
it  is  a department  of  economics  in  which  statistical  methods 


can  offer  little  assistance. 


Certain  indications  from  economic 


phenomena  may,  however,  help  us  to  form  some  general  idea 
of  its  extent  and  of  its  consequent  power  to  consume  the  vitals 
of  genuine  industry. 


The  case  of  the  slum  is  an  extreme  instance  of  the  generation 
of  jiarasitic  industry,  and  presents  the  matter  from  a point  of 
view  with  which  there  will  l3e  general  agreement.  As  we  extend 
our  investigation  into  the  nature  of  industry,  we  shall  diverge 
more  and  more  in  opinion  as  to  what  occupations  would  be 
necessary  and  what  would  not  under  an  ideal  regime.  As 
another  conspicuous  example  of  a wasteful  occupation,  however, 
that  will  probably  be  generally  regarded  as  such,  we  may  in- 
stance our  County  Court  system  in  so  far  as  it  deals  with  small 
debtors.  Competitive  industry  is  responsible  for  the  tendency 
of  wages  to  the  subsistence  level,  and  creates  those  irregularities 
and  uncertainties  in  employment  which  produce  the  permanent 
conditions  in  which  the  power  of  the  law  is  systematically 
invoked  and  ruthlessly  apj^lied  to  force  “ from  him  that  hath 
not  even  that  he  hath.”  This  function  of  the  law  would  seem 


to  be  specially  designed  to  permit  the  religion  of  enmity  its 
fullest  industrial  expression.  The  individual  who,  whether 
from  want  of  ability,  the  vagaries  of  fortune,  or  that  over- 
sensitiveness in  business  transactions  which  is  distinctly  fostered 
by  Christian  teaching,  is  a failure,  temj)orary  or  permanent, 
is  exposed  in  the  County  Court  system  to  as  barbarous  and  as 
senseless  a process,  considering  the  progress  in  civilization, 
as  that  to  which  the  “ Social  Vagabonds  ” of  mediasv'al  times 
were  exposed  in  the  burnings  and  brandings  and  other  forms 
of  pli3'’sical  torture  inflicted  to  compel  them  to  do  the  imj)ossible 
— to  find  employment  which  did  not  exist.  It  mav’^  be  safely 
assumed  that,  were  the  industrial  s^^stem  so  regulated  as  to 
ensure  regularity  of  emplojmient  as  well  as  adequate  remunera- 
tion, there  would  be  v^ery  little  use  for  this  legal  form  of  com- 
pulsion ; for,  seeing  that  it  would  be  a well-known  fact  that 
everyone  could  pay  his  way  if  he  wished,  there  woidd  be  no  real 
necessity  for  the  credit  that  creates  those  numerous  small  debts 
to  wliich  these  remarks  mainly  refer.  Under  proper  conditions, 
credit  of  this  nature  need  not  be  giv^en  and,  if  given  at  a,ll,  would 
become  a debt  of  honour  only.  The  large  amount  of  energy 
dev'oted  to  this  particular  arm  of  the  law,  being  occasioned  b}" 
the  faulty  system,  is  another  form  of  parasitic  labour. 


Many  other  forms  of  unproductive  labour  are  frequently 
instanced  as  forms  of  wastage  due  to  the  competitive  systeni. 
Such  are  the  occupations  of  our  soldiers  and  sailors.  Then 
there  are  many  instances  of  overlapping  that  are  plainly  waste- 
ful, trade  that  might  be  as  efficiently  done  from  one  centre  with 
a much  smaller  number  of  hands  and  fewer  appliances. 
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11  not,  however,  be  quite  so  obvious  that  such  a business 
urance  is  parasitic  in  its  nature.  Yet  the  very  purpose 
urance  is  to  make  that  provision  against  the  financial 
ices  of  death,  early  or  late,  which  the  industrial 
,elf  cannot  otherwise  guarantee.  A large  proportion 
dustrial  population  living,  as  they  must,  from  hand 
would  have  no  means  of  meeting  the  cost  of  burial, 
j making  more  substantial  provision,  were  it  not  that 
competitive  system  which  makes  it  impossible  for 
a number  to  gain  more  than  a bare  subsistence  also 
in  the  institutions  of  Industrial  Life  Assurance  Corn- 
el Friendly  Societies,  a class  of  parasitic  labour  whose 
it  is  to  incideate  the  spirit  of  thrift  into  this  class, 
them  to  effect  insurances  on  which  they  pay  small 
remiums  out  of  their  small  weekly  incomes.  The  idea 
litions  may  so  change  as  to  make  it  possible  for  even 
ing  classes  to  be  independent  of  sucli  expedients  has 
y not  penetrated,  as  yet,  very  deeply  into  the  public 
it  seeing  that  the  principle  of  Life  Assurance  in  all 
IS  developments  has  come  into  play  to  meet  the  un- 
s and  vicissitudes  of  industry  and  commerce,  there 
ely  be  room  for  question  that  if,  by  the  regulation  of 
these  uncertainties  cease,  the  need  of  fhat  great  branch 
jrce  no  longer  exists,  and  the  large  amount  of  labour 
in  it  ma}^  be  applied  to  the  production  of  real 


In  tne  case  of  Life  Assurance  we  have  a striking  illustration 
of  the  fa  }t  that  parasitic  wealth  ranks  as  real  wealth  in  all  our 
industrial  and  commercial  transactions.  Many  millions  are 
invested  in  Life  Assurance  Companies  to  make  that  provision 
against  tlie  financial  consequences  of  death  which  the  industrial 
system  i self  cannot  otherwise  guarantee,  much  of  this  capital 
earning  respectable  dividends.  The  colossal  magnitude  of 
our  Insurance  Companies  also  indicates  the  possible  dimensions 
to  which  the  aggregate  of  parasitic  forms  of  industry  may  have 
grown.  As  already  stated  statistics  furnish  no  data,  but  it  is 
probabl\  not  far  from  the  truth  to  say  that  fully  one  half  of  the 
national  income  is  derived  from  occupations  and  industry  of 
a parasitic  nature.  Putting  the  annual  national  income  of 
Great  Biitain  in  the  neighbourhood  of  2,000  millions  of  pounds, 
this  woi  Id  mean  that  fully  1,000  millions  represent  parasitic 
wealth.  If  this  estimate  is  anywhere  near  the  mark,  the  in- 
ference i ; that  half  the  working  population  is,  broadly  speaking, 
virtually  kee^jing  the  whole  population  at  the  existing  standard 
of  livino  and  that,  if  the  parasitic  industry  were  eliminated, 
the  present  standard  might  be  maintained  by  the  whole  of  the 
working  population  working  half-time  or  that  the  standard 
might  b( ! doubled  by  working  full  time.  This  is  a rough  state- 
ment— ^t  le  more  efficient  applieation  of  machinery  would  make 
the  incre  ased  advantage  far  greater. 
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Now  although  the  extent  of  this  parasitic  industry  is  not 
susceptible  of  definite  estimation,  that  it  assumes  some  siich 
vast  proportions  as  is  here  suggested  would  seem  to  receive 
confirmation  when  viewed  from  a different  standpoint  wliicli 
will  also  present  certain  other  phenomena  in  a somewhat  dif- 
ferent light  to  that  in  which  they  are  popularly  regarded. 

It  is,  in  the  first  place,  a sufficient  explanation  of  the 
anomaly  so  often  noticed  that,  despite  the  enormously  increased 
productive  iiower  of  the  community  consequent  on  the  intro- 
duction of  steam,  electrical  and  gas  power,  increasingly  powerful 
machinery,  improved  scientific  processes  and  the  like,  the  con- 
dition of  so  large  a proportion  of  the  people  remains  substantially 
the  same  or  only  slightly  improved.  These  improvements  in 
industiial  metliods  are  applied  indiscriminatehAo  the  production 
of  both  real  and  parasitic  wealth,  and  the  one  kind  of  wealth 
expands  along  with  the  other.  The  great  advantage  which 
should  accrue  to  the  mass  of  the  people  from  the  expansion 
of  useful  industry  is  therefore  neutralized  by  a corresponding 
expansion  of  parasitic  industry. 

This  view,  too,  surely  offers  a more  reasonable  explanation 
of  the  destination  of  “ surplus  value  ” than  that  advanced  by 
certain  socialists  whose  doctrine  has  done  so  much  to  foment 
and  spread  the  spirit  of  the  class  war.  According  to  this 
doctrine  the  capitalist,  b}^  reason  of  the  power  which  ownership 
of  the  instruments  of  production  confers  on  him,  appropriates 
the  difference  between  the  price  he  pays  for  his  labour  as  fixed 
by  the  economic  forces  and  the  full  value  of  such  labour.  The 
light  in  which  it  has  been  placed  for  propaganda  purposes,  and 
in  which  it  has  strongly  appealed  to  popular  imagination,  is 
that  the  capitalist  pays  only  one-third  of  the  value  of  the  labour 
he  employs,  deliberately  appropriating  the  other  two-thirds 
to  which  he  has  no  right  and  which  he  may  be  forced  to  dis- 
gorge. As  already  urged,  the  capitalist  is  Taouiid  by  the  eco- 
nomic forces  blindly  set  in  force  by  the  masses  themselves  and, 
although  some  capitalists  may  for  the  time  being  be  making 
enormous  profits,  others  can  scarcely  keep  their  heads  above 
water.  Competition,  operating,  as  it  does,  amongst  capitalists 
as  in  other  domains  of  industry,  reduces  the  average  profit  on 
capital  to  no  more  than  a modest  return.  If  by  any  conceivable 
means  the  fabulous  two-thirds  value  could  be  prevented  going 
into  the  pockets  of  the  capitalists,  we  should  see  the  effect, 
not  on  the  capitalist  class,  but  in  the  consequent  unemployment 
of  the  large  mass  of  parasitic  labour  who  are  the  ultimate  re- 
cipients of  the  larger  proportion  of  this  two-thirds.  It  would 
be  well,  then,  to  thoroughly  realize  that  our  unregulated  system 
of  industry  calls  into  existem;c  an  infinitely  greater  evil  than 
the  ea])italist  class. 

Again  the  incidence  of  taxation  ivears  a somewhat  different 

aspect  when  viewed  from  our  ])resent  stand]ioint.  The  ])0]iular 

idea  is  that  the  higher  the  taxe.s  nn  eommodities  e<in.sumed  by 
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the  working  classes  the  heavier  their  burden,  whereas,  were  it 
not  that  he  ordinary  means  of  disseminating  knowledge  brought 
tlie  facts  as  to  taxation  directly  under  his  notice,  the  working 
man  mig  it  never  know  what  taxes,  if  any,  were  being  collected 
from  liis  industry.  The  tendency  for  wages  to  fall,  by  the 
o]ieratior  of  economic  forces  under  comjietition,  to  the'  level 
of  bare  Mibsistence  sets  a rough  limit  to  the  ]iossible  share  of 
wealth  o itainable  liy  labour  as  a whole.  Some  labourers  get 
rather  n ore  than  bare  subsistence,  others  rather  less  ; this 
condition  holds  in  the  main,  as  is  too  plainly  show  n by  experience, 
however  great  the  wealth  production  may  be.  Seeing  then 
that  the  apportionment  of  wealth  to  the  labourer  is  effected 
b}’  the  uncontrolled  competitive  forces,  the  artificial  imposition 
or  easenunt  of  burdens  of  taxation  can  only  operate  until  com- 
petition las  readjusted  these  advantages  or  disadvantages 
in  th«  pricess  of  industry  and,  in  the  final  result,  the  portion 
of  the  labourer  will  return  to  its  natural  level.  No  permanent 
extra  burden,  therefore,  can  be  placed  on  the  shoulders  of  the 
working  < lass,  nor  can  any  burden  be  permanently  taken  off. 

The  latte’  fact  may  be  the  better  grasped,  perhaps,  when  we 
reflect  tint  the  remission  of  taxation  in  Great  Britain  from 
the  time  this  country  entered  on  its  policy  of  Free  Trade  has 
not  had  i or  its  effect  a corresponding  increase-  of  the  income 
of  the  w(  irking  classes,  for  the  natural  course  of  competitive 
industry  i akes  advantage  of  the  various  reductions  in  the  cost 
of  li\ing  to  force  down  wages  to  the  new  level,  readjusting 
economic  relationships  everywhere  to  this  new  level.  It  is 
such  phei  oniena  as  these  which  seem  to  confirm  the  opinion 
expressed  by  Prof,  Cairnes  that  “ the  remuneiation  of  labour 
as  such,  skilled  or  unskilled,  can  never  rise  much  above  its 
present  le  'el,” 

So,  a!  the  workman  gets  his  quota  whatever  the  aggregate 
wealth  mi  y be,  taxation  does  not  really  touch  liim  in  the  long 
run.  The  burden  of  our  little  South  African  war,  costing  250 
millions  oJ  pounds  sterling,  can  therefore  be  bornt^  by  the  national 
wealth  wi:hout  seriously  disturbing  the  earning  power  of  the 
working  (lasses,  and  without  any  appreciable  impression  on  ^ 
the  natioi.’s  wealth.  That  such  immense  sums  can  be  raised 
without  snne  corresponding  effect  on  the  labour  from  which 
it  comes  appears  anomalous  ; but  the  explaniution  is,  if  our 
estimate  i-s  anywhere  near  the  truth,  that  somci  1,000  millions 
of  annual  wealth,  representing  various  forms  of  waste,  consti- 
tutes a species  of  unconscious  burden  in  which  the  few  millions 
a year  re]  tresenting  the  charges  on  war  loans  and  other  war 
expenses  forms  a very  insignificant  part. 


Of  thf  same  nature  is  the  incidence  of  the  protective  tariff 
around  wh  ch  the  Tariff  Reform  agitation  has  been  waged  in 
Great  Britiin  for  the  last  ten  years  or  more  Without  going 
dec])ly  into  the  question  one  or  two  points  stand  out  which 
seem  to  eoiilirm  our  estimate  of  the  extent  of  industrial  waste. 
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In  both  Free-trade  and  Protectionist  countries,  the  main 
features  of  the  industrial  system  are  the  same — accumulation 
of  wealth  on  the  one  hand,  povert}’,  unemployment,  sweating, 
slums  with  their  concomitant  evils,  physical  and  moral,  on  the 
other.  Both  present  similar  features  as  regards  labour  organi- 
zation, agitation,  strikes,  and  the  class  struggle,  ^^'e  can  infer 
then  that,  broadly  speaking,  the  waste  of  industrial  energy 
takes  place  on  the  same  scale  under  either  system.  It  is  claimed, 
very  logicallj^  by  Free-traders  that  the  imposition  of  a protective 
tariff,  keeping  out  goods  that  can  be  made  by  the  expenditure 
of  less  labour  abroad,  necessitates  a greater  expenditure  of 
labour  on  the  part  of  the  people  adopting  the  protective  tariff. 
This,  of  course,  amounts  to  another  form  of  waste  labour.  The 
Tariff  Reform  controversy  makes  at  least  this  fact  quite  clear 
that  the  condition  of  industry  under  one  fiscal  sj’stem  cannot 
be  shown  to  be  so  conspicuously  superior  to  those  existing 
under  the  other  as  to  be  beyond  question.  The  explanation 
in  this  case,  too,  seems  to  be  that  the  amount  of  parasitic  wealth 
and  general  wastage  under  both  systems  being  on  a similarly 
huge  scale,  and  the  wastage  occasioned  by  a protective  tariff 
being  only  one  form  of  maiw,  the  action  of  the  tariff  becomes 
so  obscure  amongst  so  many  other  concurrent  economic  forces 
that  it  is  impossible  to  demonstrate  its  real  effects  w’ith  any 
accuracy.  On  the  other  hand,  though  by  a Free-trade  policy 
this  particular  form  of  waste  is  not  imposed  on  the  community, 
it  does  not  follow  that  the  national  labour  may  not  be  diverted 
into  other  channels  equally  wasteful.  Indeed  it  would  seem 
that  this  is  so  from  the  fact  that  both  systems  are  so  nearly 
alike  that  years  of  controversy  cannot  demonstrate  the  absolute 
superiority  of  either  system.  If  it  could  be  satisfactorily 
demonstrated  that  the  protective  policy,  while  admittedly 
entailing  more  labour  in  the  production  of  the  protected  com- 
( dities,  resulted  ultimately  in  restricting  the  wastage  of 
labour  in  other  directions  to  a much  greater  extent,  there  would 
be  a strong  argument  in  favour  of  protection,  though  this  would 
have  to  be  considered  in  connexion  with  other  social  and  inter- 
national questions. 

The  view  here  presented  of  the  spontaneous  creation  and 
extension  of  parasitic  wealth  from  the  very  nature  of  our  in- 
dustrial j3rocess  is  intended  to  emphasize  the  absolute  necessity 
of  a radical  modification  of  the  competitive  process  itself  as 
distinguished  from  mere  modifications  of  subsidiary  processes 
and  institutions  ; the  improvement  of  these  latter  parts  of  the 
great  industrial  mechanism  reall}’  amount  to  no  more  than  such 
improvements  of  the  parts  of  a machine  as  contribute  to  its 
eflficien()y,  but  without  changing  the  nature  of  its  product. 
It  also  indicates,  as  a consequence  of  this  more  radical  modifica- 
tion, the  possibilities,  not  merely  of  an  ap23ieciable  improvement 
in  the  conditions  of  the  working  class,  but  a comjfiete  revolution 
of  thern,  so  holding  out  a prosj^ect  quite  the  reverse  of  the  dismal 
forboding  of  an  orthodox  economist 
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CHAPTER  IV. 


The  Labour  Movement. 

The  (mill  as  to  the  necessity  of  some  radical  change  in  the 
conditioi  s which  make  competition  inevitable  should  be  strongly 
enforced  by  the  vain  efforts  which  the  labouring  classes  have 
made  to  secure  permanently  higher  wages,  oi-  an  appreciably 
better  distribution  of  the  wealth  they  produce*,  by  the  method 
of  the  t]  ade  union  and  its  later  development  of  the  labour 
federatio  i.  These  efforts,  extending  over  many  years,  have 
been  attended,  as  is  well  known,  by  strikes  and  lockouts  en- 
tailing 1 ardships  and  misery  to  the  strikers  themselves,  as 
well  as  -o  others  of  their  class  not  directly  .affected,  the  ex- 
penditun  • of  large  amounts  of  working-class  sa\  ings,  and  a great 
waste  of  other  forms  of  wealth.  A feature,  not  the  least  lament- 
able, of  the  labour  movement  is  that  so  large  an  amount  of 
human  misery  should  be  caused  in  acquiring  by  experience 
what  mig'ht  have  been  foreseen  from  a theoretical  acquaintance 
with  the  working  of  the  industrial  system. 

We  may  remind  ourselves  again  that  working  men  and 
working  women  do  not,  as  consumers,  insist  on  giving  for  their 
purchaser  such  an  amount  as  they  know  will  recompense  the 
labour  of  others  in  production  either  at  a proper  living  standard 
or  at  a standard  similar  to  their  own.  However  willing  they 
might  b(  to  do  so,  there  being  no  organization  by  which  the 
exchange  values  of  the  different  grades  of  labour  can  be  directly 
and  equitably  adjusted,  they  are  forced  to  bu}'  in  the  cheapest 
market,  whatever  the  consequence  may  be  to  themselves  or 
to  their  3wn  class.  In  considering  the  action  of  the  principle 
underlying  the  trade-union  and  analogous  labour  organizations, 
its  full  e fects  obviously  cannot  possibly  be  estimated  unless  all 
economic  forces  tending  to  modify  that  actioii  are  given  their 
full  impc  rtance  in  the  series  of  reactions  that  produce  the  resul- 
tant. T le  modifying  influences  consequent  on  the  necessity  of 
buying  i:i  the  cheapest  market  seem  to  be  wholly  disregarded. 

Trac  e - unionism  is  fundamentally  an  extension  of  the 
principle  of  self-interest  which  dominates  the  industrial  activities 
of  the  iiK  lividual  or  economic  unit  ; for  it  is  essc'iitially  a method 
by  which  the  several  interests  of  those  in  union  may  be  more 
effectively  expressed  and  guarded.  The  complementary  pro- 
cess of  b aying  in  the  cheapest  market  is  selling  in  the  dearest  ; 
and,  as  t le  value  of  labour  comes  to  be  fixed  bv  the  inter-action 
of  many  economic  forces  acting  in  the  open  market  just  as  the 
value  of  a commodity  is  fixed,  the  first  and  most  obvious  function 
of  the  union  is  to  maintain  and,  if  possible,  increase  the  value 
of  the  la  )our  of  its  members,  who  thus  seek  to  sell  their  labour 
in  the  ( earest  market.  In  the  higgling  of  the  market,  the 
isidated  ndividual,  of  course,  endeavours  to  sell  his  labour  at 
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as  liigli  a price  as  possible,  but  he  is  at  a great  disadvantage 
in  bargaining  with  an  employer  ; combination  with  others  of  his 
trade  tends  to  reduce  this  disadvantage  by  substituting  collec- 
tive for  individual  bargaining.  Now  this  function  of  unionism 
is  the  only  one  we  need  consider  here,  because,  although  certain 
othe7‘  subsidiary  functions  have  been  assumed  and  have,  it 


may  be  granted,  jiroved  of  immense  advantage  under  actual 
conditions,  it  is  its  raison  d'etre.  There  are,  however,  two  ways 
of  looking  at  the  trade-union  movement  which  maj^  be  regarded 
as  indicative  of  the  two  antagonistic  iiromptings  of  human 
nature  even  in  this  sphere  of  human  activit}*.  The  first  view 
is,  and  this  seems  to  be  in  keeping  with  its  main  function,  that 
the  union  enables  its  members  to  comj)ete  more  effectively 
in  the  industrial  struggle  against,  not  only  employers,  but 
everyone  else — this  amounts  to  an  intensification  of  the  struggle 
of  self  against  everyone  else.  This  view  presents  one  extreme 
of  trade-unionism,  "that  of  self-interest.  The  other  view  pre- 
sents unionism  as  a movement  that  will  benefit,  not  onl}'^  the 
individual  union  and  its  members,  but  the  whole  working  class, 
if  the  latter  will  organize  themselves  on  similar  lines.  This 


we  may  regard  as  an  inarticulate  expression  of  the  altruistic 
spirit,  and  it  is  worth  noting  that  this  view  is  the  one  which 
mainly  influences  the  labour  movement.  The  first  view  of 


unionism  need  not  engage  our  attention,  for  it  does  not  profess 
to  be  a method  tending  to  humanize  industrial  processes,  but 
as  one  tending  to  intensify  the  industrial  conflict.  It  is  with 
the  second  view  that  we  are  here  wiiolly  concerned. 


If  the  belief  that  all  labour  can  benefit  by  the  extension  of 
trade-union  methods  is  fallacious,  it  is  clearly  mischievous  in  its 
effects  becpmse,  though  with  the  best  intent,  it  prompts  a policy 
tending  to  de^'elop  the  very  opposite  spirit  to  that  desired.  The 
trade  union  acts  methodically  in  the  interests  of  its  members, 
who  iire  perforce  compelled  to  restrict  their  regard  for  the  interests 
of  others  to  a pious  hope  that  others  will  attain  the  same  ends 
by  the  same  means.  The  altruistic  s]iirit  is  thus  relegated  to 
the  background  and  the  s]iirit  of  self  given  practiccol  importance. 
The  all-important  consideration  now  is,  therefore,  as  to  the 
jiossibility  of  the  labouring  class,  as  a whole,  benefiting  from  an 
extension  of  trade-unionism  in  siuto  of  the  intricate  play  of 
economic  forces  which  the}'  themselves  set  in  motion. 
The  main  function  of  the  unio]\  is,  ci,s  already  stated,  to 
guard  the  wages  interests  of  its  members,  and  this  brings  the 
union  into  direct  contact  with  the  employers,  who,  in  their  turn, 
may  form  employers’  unions  for  dealing  more  effectually  with 
the  labour  unions.  Now,  the  action  of  a labour  union  with 
respect  to  wages  may  ])c  either  to  ])revent  a fall  or  effect  a I'ise, 
which  may  be  regarded  as  two  phases  of  the  same  j)rocess.  The 
PjCtual  conditions  existing  between  workmen  and  emijloyei’s  in 
particular  cases  are  so  various  as  to  produce  many  apparent 
excei'tioiis  to  almost  any  economic  theory ; we  have,  therefore. 
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the  causes  and  effects  as  they  o])erate  generally  throiigh- 
L-ry  in  order  to  arrive  at  right  conclusions.  The  first 
hen,  that  presents  itself  is  as  to  the  general  effects  of 
wages  obtained  by  trade-union  action.  The  workers 
s who  receive  this  increase  in  \vages  are  naturally 
) increase  their  purchases,  thus  tending,  by  expressing 
aids,  to  turn  trade  into  new  channels,  which  means 
irisker  business  in  the  direction  in  which  the  new 
50  and  a falling-off  in  lines  from  which  the  trade  has 
•ted.  So  that  a rise  in  wages  secured  by  the  members 
union  must  be  followed,  in  the  first  ])lace,  by  certain 
is  in  trade.  The  rise  in  w'ages,  must  in  the  long  run, 
by  the  employer  on  the  consumer  in  the  price  of  the 
31',  as  we  haye  already  seen,  the  emplo3^er  is  bound  by 
i to  make  a jirofit  or  fall  out  of  the  rank  of  emploj'^ers  : 
cost  of  production  rises,  so  must,  as  a general  rule,  the 
3 product.  The  raising  of  the  price  of  a commodity  has 
ect  on  its  consumption,  which  is  more  or  less  reduced 
to  the  nature  of  the  commodity  and  the  amount  of  the 
Those  who  consume  as  much  of  this  commodity  at 
• price  as  they  did  at  the  lower,  obviously  have  to 
the  difference  between  the  two  prices  from  other 
Hid  those  who  cannot  afford  to  purchase  at  all  at  the 
^es  divert  the  whole  into  other  channels.  Here,  then, 
the  cause  of  further  fluctuations  in  trade.  These 
is  are  responsible,  on  the  one  hand,  for  throwing  people 
)rk  temporarily  or  permanently  and,  coupled  w'ith 
n,  for  reductions  in  wages ; and,  on  the  other,  for  taking 
loyed  workers  temporarily  or  permanently  and  for 
)f  w'^ages  where  the  extra  demands  warrant  it.  The 
!onomic  changes  set  in  motion,  then,  by  so  simple  a 
rise  in  wages  for  a body  of  w'orkers,  creates,  under  the 
)f  competition,  certain  effects  whose  I’amifications,  in 
^ould  be  impossible  to  follow,  but  of  which  the  general 
:e  unmistakable. 


From  the  point  of  view  of  the  workers  who  have  received 
the  increase  in  wages,  the  result  is  naturally  satisfactory,  what- 
ever the  u tiniate  effect  on  other  sections  of  the  workers  has  been. 
But  if  we  wish  to  estimate  the  true  value  of  the  change  on  the 
w'orkers  as  a class,  we  must  set  off  against  the  gains  of  the  workers 
receiving  the  increased  w'ages  the  losses  of  those  w'ho  suffer 
through  tl  e change.  For  anj"  particular  change  it  is,  of  course, 
impossible  ; but,  when  a large  number  of  such  cases  are  taken 
into  accou  it  and  the  resultant  conditions  present  the  same  broad 
features  ai  before  the  change,  we  have  evidence  that  a rise  in 
wages  acc  •uing  to  some  is  not  to  be  regarded  as  a step  in  the 
process  of  elevating  the  masses  to  the  same  standard,  but  as  an 
advantage  to  a few'  by  countervailing  disadvantages  spread  over 
the  man}".  One  section  of  the  w'orking  class  may  therefore  gain 
at  the  ex  iciise  of  other  sections  of  their  own  class,  just  as  a 
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capitalist  or  leisured  class  may  thrive  at  the  expense  of  other 
sections  of  the  community ; a rise  in  the  wages  of  labour  under 
present  competitive  conditions  is  not,  then,  an  unmixeil  blessing. 

The  action  of  a trade  union  considered  individually  possesses, 
therefore,  no  inherent  tendency  to  effect  a more  equitable  dis- 
tribution of  w'ealth  or  any  radical  change  in  the  sj'stem  of 
industry ; and  if  there  is  nothing  of  value,  from  this  point  of 
view,  to  be  found  in  one  trade  union,  it  is  no  more  than  reasonable 
to  conclude  that  the  effect  of  a multiplicity  of  unions  w'oiild 
still  amount  to  nothing.  If  w'e  can  conceive  of  the  whole  w'orkiiig 
class  organized  in  a great  number  of  trade  unions  each  intent 
on  raising  the  wages  of  its  members  step  by  step  by  forcing 
increases  from  employers,  w'ho  in  their  turn  place  the  burden  on 
the  consumer  or  the  working  class  generally,  w'e  have,  in  effect, 
the  phenomenon  of  the  W'orking  classes  paying  their  own  advances 
in  wages.  Each  union  obtains  an  advance  of  w'ages  by  imposing 
on  other  unions.  In  the  increased  price  of  the  product,  an  in- 
direct burden  similar  in  extent  ; so  that  the  cost  of  living  must 
keep  pace  w'ith  and  neutralize  the  advance  in  w'ages.  It  is,  of 
course,  a common  observation  that,  though  w'ages  rise,  the 
increased  cost  of  living  leaves  the  condition  of  the  w'orker  prettv 
much  in  the  same  position.  This  phenomenon  it  w’ould  be 
difficult  to  show'  as  actually  resulting  from  the  operation  of  trade- 
union,  and  analogous,  actions,  for  the  reasons  that  trade-union 
action  is  at  present  comjDarativel^'  restricted,  and  that  there  arc 
so  many  other  forces  at  w'ork  to  obscure  cause  and  effect  ; but 
it  is,  at  any  rate,  a marked  tendenc}'  in  the  direction  to  be  expected 
from  the  operation  of  trade-unionism,  the  further  extension  and 
greater  effectiveness  of  w'hich,  w'e  ma^'  expect,  would  develop  a 
still  more  marked  tendency.  As  w'e  have  already  suggested,  the 
application  of  trade  - unionism  to  cover  the  w'hole  w’orking 
population,  w'ould  amount  to  a mere  modification  of  the 
already'  existing  process  of  var^dng  nominal  values  ; the 
raising  of  wages,  so  long  as  the  prices  of  commodities 
remain  stationary,  w'ould  be  an  advantage,  but  the  very  nature 
of  the  advance  in  w^ages  makes  a corresponding  advance  in 
commodities  inevitable,  thus  preventing  an  increase  in  the  real 
value  of  W'ages.  “ Value  is  a relative  term,”  says  John  Stiiai-t 
]\Iill,  “ The  value  of  a thing  means  the  quantity  of  some  otlier 
thing,  or  of  things  in  general,  which  it  exchanges  for.  Tlie 
values  of  all  things  can  never,  therefore,  rise  or  fall  simultancouslv. 
There  is  no  such  thing  as  a general  rise  or  a general  fall  of  values. 
Every  rise  of  value  siqqjoscs  a fall,  and  every  fall  a rise.”  A\’e 
thus  see  that  trade-union  action  cannot  permanently  increase 
the  portion  of  w'ealth  allocated  to  labour  by  our  competitive 
sj’stem. 

The  effective  combination  of  all  labour  in  unions  is  an 
impossibility  ; the  case  of  an  all-embracing  union,  such  as  is 
often  imagined,  couhl,  theicfori',  not  arise  in  ]n;u‘tice.  There 
is  a strong  teiidenc}',  to-da}%  to  organize  unskilled  labour  of  aii 
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kinds  nmier  the  impression,  ajiparently,  that  nnion  is  streiif^dli, 
and  that  this  ])o\ver  ean  he  used  to  defy  those  economic  forces  of 
which  th(  workers  themselves  are  the  creators.  A union  of 
unskilled  ahour  is  not,  of  course,  a “ trade  ” union  in  the  older 
sense,  anc  this  distinct ioir  is  something  more  than  a ditierence 
in  name.  Trades  and  professions,  owing  to  the  time  and  expense 
entailed  i i learning  them,  possess  a kind  of  natural  protection 
apart  froi  i the  artificial  protection  of  a trade  union,  only  those 
who  have  required  the  necessary  skill  and  knowledge  can  practise 
in  them  ; any  one  jihysically  capable  can,  however,  take  up 
unskilled  work.  Trades  and  professions  having  this  natural 
})rotectioi;  are  enabled  to  make  more  effective  use  of  their  trade 
organizati  ins,  and  the  advantages  gained  are  more  enduring  , 
whatever  these  advantages  are,  however,  they  are  not  to  be 
credited  \ holly  to  the  trade  union,  but  in  great  part,  if  not  in 
greater  part,  to  the  natural  protection  which  the  trade  pjoys, 
and  whic  i may  be  regarded  as  analogous,  in  its  origin  and 
economic  character,  to  the  more  pronounced  class  distinctioiis 
engendere  I by  the  competitive  system.  While,  therefore,  the 
trade  uni:>n  may  obtain  advantages  beyond  those  naturally 
arising  frc'in  the  normal  operations  of  industry,  there  is  at  the 
same  tim  3 the  tendency,  through  slow  economic  adjustment, 
for  these  idvantages  to  return  to  their  normal  proportions.  In 
the  case  )f  the  unslvilled  labour  union,  which  has  no  natural 
advantages  to  protect  it,  any  artificial  advantages  obtained  soon 
disappear  bv  reason  of  tlie  more  rapid  readjustment  of  economic 
relations}!  ps  that  are  facilitated  by  the  absence  of  those  impeding 
conditions  attaching  to  the  trade  union.  Thus  a higher  wage 
is  Cl  powei  fid  attraction  to  labour,  and  the  full  a<l vantage  of  this 
higher  Aca^e  can  obviously  be  retained  for  a much  longer  period 
by  a uiiicn  that  can  restrict  the  amount  of  labour  entering  the 
trade  than  by  a union  th<at  has  no  such  power. 

The  numbers  involved  in  an  unskilled  labour  agitation 
may  be  thought  to  mcuke  ii])  for  the  want  of  the  natural  ad- 
vantages ]iossessed  by  the  skilled  laboiii’.  Thcit  our  unskilled 
labour  a,t  itation  often  presents,  by  reason  of  its  numbers,  a 
formidable  ajqicarance  must  not  be  construed  to  mean  that 
it  is  in  a ly  wav  more  cffectiA^e  Cjgainst  those  silent  inexorable 
economic  forces  that  really  fetter  it.  It  may  pro\e  a powerful 
o])ponent  of  llie  enqiloycrs,  and  even  ])roduce,  by  a p’eat  strike, 
those  vei  V'  economic  condiliou.s  wlvich  will  nuiko  iij  profitable 
for  the  t m])loyei'  to  grant  the  demands  of  the  strikers  ; but 
such  again  would  be  secured  at  the  expense  of  economic  burdens, 
as  w'cll  of  other  forms  of  misery,  imposed  on  other  classes 
of  the  community  not  directly  interested  in  the  struggle,  and 
would  be  lost  again  as  industry  settled  down  once  more  to 
normal  ci  udifions. 

The  Jederation  of  labour  unions  does  not  introduce  any  new 
•j)i  inciple.  This  is  met  by  more  ]iowerful  federations  of  employers, 
and  iiiduitiial  disputes  aie  of  more  sciious  j)Oxtcnt,  oiton  a 
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great  ])ublic,  menace  and,  \vhen  accompanied  by  strikes,  greatly 
intensify  the  bitterness  created  by  a struggle  the  outcome 
of  which  can  make  little  difference  to  the  prevailing  conditions 
whichever  side  wuns.  The  hopes  of  many  people  seem  to  be  cent  red 
in  that  development  of  labour  combination  by  which  se\eral 
of  the  larger  organizations  of  labour,  vital  to  the  continuation 
of  industrial  activity,  may  be  federated  and,  by  their  joint 
action,  bring  industry  to  a stand  if  their  demands  are  ]iot  granted. 
This  peremptory  method  is  very  plausible,  and  would  no  doubt 
be  very  effective  in  backing  a demand  for  something  that  the 
employers  or  the  community  (whichever  is  aimed  at)  had  to 
give  ; but  it  is  absurd,  in  the  extreme,  to  suppose  that  any 
amount  of  force  wdll  compel  any  one  to  part  with  w'hat  they 
have  not  got.  The  fact  that  industry  is  capable  of  great  wealth- 
production  should  not  mislead  us  into  the  belief  that  its  better 
distribution  is  only  a question  of  willingness  on  the  pait  of  the 
capitalist  or  public  generally,  and  that  iimvillingness  may  be 
surmounted  by  such  displays  of  force  either  against  clasps 
or  the  community  as  a whole.  The  general  lines  of  distribution 
are  laid  down  ‘'by  the  community  of  which  the  labouring 
class  forms  the  greater  part,  and  Hiiiy  partial,  or  even  complete, 
dislocation  of  industry  will  not  alter  the  system  itself.  Even 
if  labour  “ wins  ” every  time,  labour  itself  must,  in  the  long 
run,  pay  for  its  ow'ii  advantages — it  takes  out  of  one  pocket 
w'hat  it  places  in  the  other.  No  force,  parliamentary  or  other- 
wise, can  prevent  the  extra  cost  of  production  caused  by  ad- 
vances in  w'ages  or  other  iniirrovements  being  placed  on  the 
product  and  diffused  through  the  community.  Raihvay  rates 
which  are  regulated  by  government  must  eventually  follow  this 
course,  for,  if  the  cost  of  w’orking  continues  to  increase  while 
rates  remain  the  same,  a point  must  be  reached  where  the  railway 
w^orks  at  a loss,  and  this  cannot  continue  indefinitely.  It  may 
be  urged  that  the  raiRvay  could  be  nationalized,  but  this  w’ould 
not  alter  the  fact,  for,  if  the  cost  of  w'orking  exceeded  the  revenue, 
the  difference  w'ould  ha-ve  to  be  made  up  by  taxing  the  com- 
munity. 

If  it  were  possible  to  organize  and  federate  all  labour  so 
that  it  could  speak  as  with  one  voice,  any  action  that  it  might 
take  must  inevitably  be  follow’ed  by  the  same  result,  for  the 
operation  of  the  same  laws  and  processes  must  have  the  same 
consequences.  This  extreme  case,  however,  brings  us  virtually 
to  another  form  of  an  expedient  that  rvas  tried  centuries  ago 
and  failed.  If,  by  the  mere  dictates  of  a body  of  men,  w'ages 
can  be  fixed  at  any  arbitrary  rate  that  may  be  deemed  fair, 
these  rates  could  as  easily  be  fixed  by  act  of  Parliament.  But 
the  regulation  of  w^ages  by  Parliament  w'as  one  of  the  earliest 
expedients  adopted  to  deal  with  the  evils  wliich  grew  u])  with 
the  evolution  of  modern  industry.  This  w'as  before  indusiv\' 
had  advanced  to  anything  like  the  compliivded  coudiii ons 
which  now  exist.  The  earlier  attemjits,  dealing  as  they  uid 
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with  a comparatively  simple  form  of  industry,  enacted  one 
rate  of  Ava;;es  to  operate  throughout  the  country  : later,  when 
it  was  found  that  industrial  activities  defied  this  State-regula- 
tion, the  f xing  of  the  wages  was  delegated  to  committees  of 
Justices  fo  ' various  districts,  and  this  eventually  fell  into  disuse 
as  being  oi  t of  harmony  -with  the  industrial  process,  and  power- 
less to  ati  ain  its  object.  The  regulation  of  wages  to-day, 
whether  by  Parliament  or  a single  federation  of  labour,  is  an 
infinitely  more  difficult  proposition.  In  place  of  one  rate  of 
wages,  we  have  a great  variety  of  rates,  and  the  problem  of  the 
fixing  of  these  rates  in  a manner  satisfactory  to  all  grades 
is  not  the  ] east  important.  But  the  point  to  be  here  emphasized 
is  that,  as  the  economic  forces  are  not  under  the  control  either 
of  Parliam  3nt  or  of  a labour  federation,  whatever  nominal  wages 
might  be  fixed,  economic  forces  would  dictate  the  real  wages 
which  world  assume  the  relative  proportions  now  so  familiar. 

There  are  suggestions  in  many  quarters  for  the  State-regu- 
lation of  V ages,  in  spite  of  past  experience  ; and,  in  the  establish- 
ment of  W ages  Boards  with  power  to  fix  a minimum  for  certain 
trades,  we  seem  to  have  a partial  application  of  the  old  principle 
of  section  il  State-regulation.  Partial  applications  of  various 
principles  are,  of  course,  practicable  where  the  complete  appli- 
cation woi  lid  be  impossible,  a fact  which  ought  not  to  be  ignored 
in  the  c )nsideration  of  industrial  problems.  Thus  certain 
instances  Df  the  apparently  successful  establishment  of  a mini- 
mum wage  are  cited  as  proof  that  complete  State-regulation 
is  possible,  the  inference  being  that  if  it  can  be  done  beneficially 
in  some  cases,  its  scope  can  be  extended  to  the  limits  of  the 
system  ; £ nd  this  forms  the  ground  for  a policy  of  reform  that 
£ippeals  t(  vast  numbers.  What  has  been  said  of  the  economic 
effects  of  irade-union  action  applies  also  to  the  fixing  of  a legal 
minimum  wage  or  other  form  of  government-enforced  im- 
provements of  labour  conditions.  These  improvements  must 
have  their  effects  on  other  portions  of  industry,  and,  because 
these  effe  ;ts  are  not  seen  on  the  surface,  we  are  liable  to  be  de- 
ceived as  to  the  true  economic  character  of  such  reforms,  and 


may  be  l)d  to  adopt  a policy^  that  has  long  since  been  proved 
to  be  uns  )und. 

The  ustification  for  rittempts  to  force,  either  by  the  power 
of  an  all-embracing  labour  union  or  the  authority  of  government, 
£i  production  ami  distribution  of  wealth  materially  different 
from  what  the  people,  by  their  individually  ex}»ressed  demands, 
determine  seems  to  rest  on  a vague  assumption  that  the  very 
people  w lo  thus  dictate,  in  their  individual  <;apacity  as  con- 
sumers, the  kinds  and  amounts  of  Avealth  to  bo  produced  may, 
in  their  eorporate  capacity,  over-rule  their  privately  expressed 
demands,  which  in  reality  constitute  the  onh"  effective  motive 
force  act  lating  industrial  activities.  The  unreasonableness  of 
this  attit  ide  may,  perhaps,  be  more  clearly  se(;n  by  considering 
similar  course  in  the  case  of  one  isolated  individual  in  a position 
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to  supply  £ill  his  owji  wants  with  his  own  labour.  Were  such 
£ui  individual,  through  ignorant  blindness  or  sheer  stupidity, 
to  apply  half  his  labour  to  the  iiroduction  of  mere  Avaste  and 
the  other  half  to  the  production  of  some  of  his  Avants  in  supei^ 
abundance  and  otlicrs  in  great  scarcity,  not  even  he,  one  would 
imagine,  would  be  foolish  enough  to  attempt  to  correct  tins 
error  by  posting  up  in  his  house  a fornial  order  requiring  the 
production  of  certain  kinds  and  quantities  of  Avealth  Avhatever 
he  himself  produced.  In  this  extreme  case  the  only  expedient 
that  will  avail  is  obviously  tlie  intelligent  control  of  labour  so 
as  to  produce  Avhat  is  actually  Avanted,  and  this  naturally  in- 
volves the  adjustment  of  supply  to  demand.  Society  bemg 
composed  of  individuals,  there  seems  no  adequate  reason  lor 
expecting  a more  rationa.1  diAUsion  of  Avealth  by  any  other  means 
than  deliberate  reorganization  of  industry  to  the  ends  desired , 
and  this  assumes  industrial  control  Avith  the  regulation  ot  the 
economic  forces  of  demand  and  supply.  The  industrial  system 
produces  Avhat  is  actually  demanded  of  it ; £ind  if,  at  any  time, 
the  whole  working  class  ceased  Avork,  as  is  often  suggested, 
or  took  any  other  ill-judged  measure  with  a view  of  forcing, 
either  from  employers  or  from  the  community,  anything  different 
to  Avh£it  they  had  produced,  the  result  could  be  nothing  more 
than  extensive  dislocations  of  industry  Avhich  would,  in  the 
long  run,  tend  to  accentuate  their  OAvn  miseries. 

Noav  the  A’iews  here  presented  of  the  general  position  of 
labour  may  be  summarized  in  the  statement  tha,t  competitiA^e 
industry  allocates  to  labour  a more  or  less  definite  amount  of 
wealth,  and  that  whateA'er  Ave  may  do,  by  way  of  reforms  that 
do  not  tend  to  modif}'  the  competitive  principle,  ciinnot  ma- 
terially alter  that  amount.  This  vieAv  bears  a certain  affinity 
Avith  the  idea  underlying  the  wage-fund  theory  of  the  econoinists. 
This  latter  theory  has  itself  undergone  some  changes  and  is  not 
accepted  Avith  the  same  validity  by  all  economists,  Avho  also 
vary  in  their  estimation  of  the  Malthusian  doctrine.  As  a concise 
statement  of  the  aa  age-fund  theory,  the  following  quotation 
from  ‘Marxism  versus  Socialism’  by  Professor  SimkhoAitcii, 
of  Ncav  York,  Avill  admirably  serve  : — 

“ The  Avage-fund  argument  Avas,  roughly  spe£iking,  that  the 
general  amount  of  capital  is  determined  by  societA  s past  ex- 
ertions, by  the  accumulated  savings  and  profits  of  the  past. 
Out  of'  this  sum  a certain  amount  is  required  for  plant  and 
material,  the  amount  being  determined  by  the  technical  character 
of  industry.  The  free  balance  is  the  Avage-fund,  thus  a fixed 
and  predetermined  amount.  More  than  that  amount  the  AAagc 
earners  cannot  possibK’^  receiA’'e,  less  than  that  amount  thev 
never  obtain.  The  rate  of  Avages,  therefore,  depends  upon  the 
number  of  AA'age  earners.  Their  number  is  the  diA'isin-,  the 
Avac^e-fund  the  dividend.  And  here  comes  in  the  Malthusian 
do(?trine.  If  the  number  of  wage  earners  is  great,  then  Avages 
are  Ioav.  Loav  Avages  check  the  increii.se  of  popidation,  lienee 
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wages  ris(  . There  is,  therefore,  no  use  in  bh'.ining  anybody 
or  anything;  one  might  as  well  blame  the  four  fnndamental 
rules  of  A'ithmetic.”  (‘Marxism  versus  Socialism,”  p.  104.) 

Refer  mce  will  be  made  to  the  Malthusian  doctrine  wlien 
treating  o ’ the  theory  of  value  with  the  object  of  showing  that 
this  doctri  le  would  lead  us  to  attribute  to  the  principle  of  popula- 
tion, as  st  ited  by  Malthus,  the  evils  that  really  spring  from  the 
])rinciple  of  competition.  But  the  outstanding  truth  common 
to  the  wage-fund  theor}’-  and  to  the  view  here  developed  is  that 
economic  )henomena  point  unmistakably  to  the  fact  that  labour 
cannot,  under  the  competitive  regime,  materially  improve  its 
position.  The  extreme  pessimism  engendered  b}  the  wage-fund 
theory  would  seem  to  rest  on  the  assumed  permanency  of  the 
competitive  system,  an  alternative  to  which  is  apparently  in- 
conceivable. On  the  other  hand,  the  sole  purpose  here  in  view 
in  thus  u ging  the  recognition  of  these  economic  truths  is,  if 
possible,  t3  enforce  the  conviction  that  an  alternative  will  have 
to  be  four  d,  and  must  be  sought,  before  any  substantial  change 
can  be  brought  about. 


CHAPTER  v. 

Masked  Charity. 

The  socialist  is  often  charged,  though  perhaps  less  frequently 
now  than  formerly,  with  wanting  to  “ divide  up  ” the  wealth 
of  the  country.  This  charge  is  as  often  repudiated  ; for  the 
socialist  knows  quite  as  well  as  the  individualist,  that  if  any 
such  division  of  wealth  were  to  take  place,  the  system  of  industry 
remaining  the  same,  the  present  industrial  conditions  would 
speedily  re-assert  themselves.  This  may  be  regarded  as  an 
empirical  truth  accepted  generally  by  individualists,  socialists, 
and  most  other  brands  of  social  theorists  ; and  its  general  ac- 
ceptance would  seem  to  offer  a common  basis  of  agreement 
from  which  to  approach  the  consideration  of  the  economic  bear- 
ing of  certain  courses  of  reform  that  embody  this  “ dividing  up  ” 
principle  in  a more  or  less  disguised  form.  The  logiced  in- 
ference from  this  axiomatic  truth  is  that  what  would  take  place 
in  the  case  of  the  division  of  the  whole  wealth  would  also  happen 
in  the  case  of  the  division  of  half  the  wealth,  or  of  a quarter, 
or  of  a tenth,  or  of  any  other  fraction  of  it.  For,  if  it  be  granted 
that  a small  fraction  of  the  national  wealth  may  be  “ divided 
up  ” without  a tendency  asserting  itself  to  re-assume  inequalit}* 
of  division,  in  spite  of  the  action  of  the  competitive  system,  the 
division  of  the  whole  wealth  may  actually  be  brought  about 
gradually  by  dealing  with  a small  fraction  at  a time.  This,  of 
course,  leads  to  a r^uctio  ad  absurdum. 

It  is,  in  a sense,  not  a little  remarkable  that,  in  spite  of 
the  universally  acknowledged  fact  that  the  broad  principle  of 
“ dividing  up  ” wealth  is  futile  as  a method  of  reform,  modern 
reforming  activities  are  directed  very  largely  and  on  an  increasing 
scale,  in  the  form  of  State  subsidized  services,  to  the  application 
of  the  very  principle  bv^  instalments — and  this  not  with  the 
intent  of  mere  palliation,  but  as  permanent  and  far-reaching 
reforms.  Very  varied,  nowadays,  are  the  forms  in  which  this 
principle  is  applied,  and  the  fractions  of  national  wealth  involved 
represent  enormous  values  stated  in  money  ; yet  it  is  unmis- 
takable that  whatever  real  or  apparent  advantages  are  conferred 
upon  society  by  such  reforms  the  general  features  of  the  system 
persist,  including  that  fringe  of  poverty,  as  formidable  as  ever, 
against  which  much  of  this  species  of  reform  is  directly  aimed. 
The  evident  failure  of  the  extensively  applied  expedient  of 
State  subsidies  should  at  least  cause  us  to  reflect  on  the  apparent 
inconsistency  of  trying  to  effect  in  part  w'hat  we  are  con^'inccd 
cannot  obtain,  in  a stable  form,  as  regards  the  w^hole. 

Another  empirical  truth  equally  w'ell  recognized  is  that 
charity  is  also  a failure  as  a method  of  permanent  reform,  and 
investigation  will  reveal  a close  economic  kinship  l)etween  the 
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principles  underlying:  State  subsidies  and  what  is  popularly 

know’ll  as  charity.  However  acceptable  it  may  be  to  the  re- 

cijiient,  cliarity,  whether  private  or  public,  is,  at  least  by  that 

name,  an  unpopular  expedient.  The  frequent  reiteration  by 

all  sectioi  s of  the  w'orkiiig  class  that  “it  is  not  charity  that  is 

wanted  but  w'ork  ” is  at  any  rate  an  indication  that  the  workers 

themselves  are  cognisant  of  the  nugatory  effect,  if  not  absolutely 

harmful  i ature,  of  any  form  of  charity.  If  then  the  principle  ’ • 

of  charity  is,  as  it  is  universally  admitted  to  be,  unsound 

as  a basis  of  reform,  it  will  be  readily  granted  that  the  adoption 

of  methoc  s of  dealing  with  social  problems  that  have  the  same 

economic  effects  as  charity  must  be  equally  unsound,  w'hether 

they  go  ly  the  name  of  charity  or  any  other.  It  follows  also  I 

that  the  a iplication  of  the  economic  principle  inherent  in  charity , 

clothed  in  some  other  garb,  called  by  another  name,  and  made  J 

to  appear  as  something  differing  essentially  from  charity,  creates 

an  insidious  social  menace  whose  power  for  evil  must  increase 

with  its  continually  widening  scope  of  action.  The  gravity  of 

this  lattei  consideration  should  prompt  a sincere  inquiry  as  to 

the  real  e(  onomic  bearings  of  reforms  of  this  nature. 

First,  as  to  the  economic  nature  of  charity.  In  the  indus- 
trial struggle  the  chief  concern  of  each  individual  is,  of  necessity, 
for  himse  f and  those  dependent  upon  him,  and  the  demands 
he  makes  upon  industry  are  necessarily  such  as  to  supply  the 
needs  of  1:  imself  and  his  dependents  according  to  the  purchasing 
power  he  possesses.  This  power  of  purchasing,  being  fixed  by 
competition,  is,  for  the  larger  part  of  the  community,  confined 
within  ve  y narrow  limits,  and  the  exercise  of  charity  may  be 
regarded  as  also  proportionately  restricted  bj'  the  industrial 
system.  \ man,  for  instance,  who  is  earning  a bare  subsistence 
has,  in  reality,  no  margin  on  which  to  exercisci  the  charitable 
spirit  : hiu  demands  can  be  no  more  than  sufficient  to  provide 
the  neceseary  food,  clothing  and  shelter  ; and,  as  the  giving  of 
charity  n ust  necessarily  tend  to  encroach  on  the  minimum  , 

required  Jor  his  own  family,  the  choice  between  “self”  and 
“ others  ” can,  humanly  speaking,  be  decided  only  in  favour 
of  self,  hcwever  strong  may  be  the  inclination  to  help  others. 

The  working  classes  do,  of  course,  practise  charity  wdth  as  great 
a libeiality,  comparatively  speaking,  as  other  classes,  but  ob- 
viously tl  le  imperative  calls  of  those  dependent  upon  them 
must  curb  their  benevolent  impulse  at  an  early  stage.  As  we 
go  up  in  t le  scale  of  w’age-earning  capacity,  the  demands  on  the 
industrial  system  are  just  as  specific,  though  more  varied, 
including  nore  or  less  in  the  shape  of  luxuries.  When  w^e  come 
to  the  sa  aried  and  profit-making  classes,  the  demands  upon 
industry  are  equally  specific,  involving  a larger  proportion  of 
luxuries  a id  the  conversion  of  a considerable  pC'ition  of  income 
into  capilal.  The  margin  capable  of  cha.ritable  application 
increases  1 he  higher  the  earning  capacity,  but  there  is  exactly 
the  same  nirbing  influence  operating  throughout  the  well-to-do 


THE  INDUSTRIAL  COUNTERPOISE 


29 


classes  as  exists  in  the  industrial  classes  ; for  the  vicissitudes 
of  industry  are  such  that,  how^ever  prosperous  a man  may  be 
for  the  time  being,  the  risk  of  a reverse  in  fortune  is  ever  present 
and  constitutes  a powerful  motive  for  accumulating  w'ealth  as 
a protection  against  possible  future  misfortune.  The  penalties, 
social  and  economic,  of  industrial  failure  are  sufficient  to  impel 
the  great  majority  of  people  to  strain  every  nerve  to  avert  failure 
though  it  mean  the  stifling  of  the  spirit  of  amity  and  the  sub- 
version of  a great  moral  principle  which,  they  know%  should 
prevail. 

Charity  may  be  given  in  goods  or  in  money  ; wdien  given 
in  goods,  there  must  be  a further  limit  of  an  economic  nature 
fixed  as  a consequence  of  the  form  that  actual  production  has 
taken.  If  a man  makes  regularly  such  demands  upon  industry 
as  will  provide  his  family  with  the  necessary  food,  clothing, 
shelter,  and  certain  luxuries,  just  the  quantities  and  kinds  of 
commodities  demanded  are  produced  and  supplied.  In  the 
nature  of  the  case,  the  distribution  of  charity  in  goods  takes  the 
form  mainly  of  necessaries,  which  means  an  encroachment  on 
the  definite  amount  of  necessaries  destined  for  meeting  the 
needs  of  the  family,  and  there  must  therefore  be  a natural  limit 
to  this  form  of  charitable  giving  prescribed  by  actual  production, 
for  luxuries  or  other  forms  of  w’ealth  are  not  susceptible  of 
immediate  conversion  to  this  end.  No  doubt  the  regular  giving 
of  charity  by  the  community  results  in  the  expression  of  demands 
that  really  determine  the  production  of  this  wealth  applied  to 
charitable  purposes  ; nevertheless,  so  far  as  the  individual  is 
concerned,  his  own  margin  of  necessaries  must  ultimately  in- 
fluence the  extent  of  his  giving. 

When  charity  is  given  in  money,  the  limitation  attaching 
to  distribution  in  goods  does  not  apply  because  the  possession 
of  money  gives  the  holder  the  power  to  make  whatever  demands 
upon  industry  his  inclina-^ons  suggest.  Production  is  obviously 
modified  by  this  transference  of  purchasing  power  : for  the  pur- 
poses to  which  the  money  would  have  been  applied,  had  it 
remained  in  the  possession  of  the  giver,  are  not  those  to  which 
it  will  be  applied  by  the  recipient.  Thus  it  is  clear  that  the 
distribution  of  charity  in  the  form  of  money  or  purchasing  power 
has  no  tendency  to  reduce  those  variations  in  demand,  and 
consequent  fluctuations  in  trade,  which  produce  the  chain  of 
economic  changes  that  make  further  applications  of  charity 
necessary. 

Quite  apart,  from  the  consideration  of  poverty,  it  is  ob- 
viously possible  for  a portion  of  the  commimitj^  producing  actual 
wealth  to  contribute  to  the  complete  support  of  another  portion, 
who  are  thus  relieved  of  the  necessity  of  work.  This  is,  of  course, 
the  principle  of  the  “pension,”  whether  State  or  private ; and, 
although  its  apjflication  is  susceptible  of  very  great  extension, 
it  clearly  cannot  be  extended  so  far  as  to  take  in  the  whole  com- 
munity, for  then  there  woidd  be  no  producers  of  the  wealth  to 
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})0  distr;l)utc(l.  This  self-evident  fact  is  mentioned  liere  to 
further  emphasize  the  truth,  too  often  ignored  in  the  considera- 
tion of  ( conomic  questions,  that,  though  portions  of  the  com- 
munity 1 lay  liciiefit  from  certain  measures  of  relorm  or  economic 
changes,  it  does  not  follo^v  that  tliesc  same  bcnetits  can,  by  the 
same  meins,  be  extended  so  as  to  take  in  the  whole  community. 
Great  pi lusibility,  no  doubt,  attaches  to  political  propaganda 
which  has  for  its  aim  the  further  extension  of  principles  of  reform 
that  hav3  proved  of  undoubted  benefit  to  certain  classes  of  the 
commiin  ty  ; but,  however  necessary  and  humane  the  moderate 
applieati  )ii  of  certain  principles  of  reform  may’  be,  they’  mayy 
at  the  sa  me  time,  be  essentially  at  the  expense  of  other  portions 
of  the  community,  may  not  result  in  a general  and  permanent 
miligatitn  of  the  evil  aimed  at,  and,  if  pushed  to  extremes, 
may  ewe  i lead,  as  in  the  ease  of  the  principle  of  charity,  to  tlie 
dirkd.  o].posite  of  the  end  desired.  Tliose  measures  of  reform 
that  lu"ue  for  their  object  the  public  administration  of  State 
subsidies,  and  which  have  been  so  extensively  ado2:ited  by  modern 
civilized  communities,  are  particular  instances  of  the  embodi- 
ment of  he  jirincijile  here  referred  to. 

Pub  ic  undertakings,  like  private  industries  and  professions, 
may  be  classed  as  useful  or  wasteful  or  a combination  of  both. 
Of* the  essentially  useful  services,  Education  is,  in  its  nature, 
specially  suitable  for  administration  by  public  authorities  ; 
it  is  a uuivei’sal  need  for  meeting  which  a system  of  instruction 
acceptal  le  to  large  classes  of  the  community  is  comparatively 
easv  to  establish.  Free  education,  in  the  sense  that  there  are 
no  ^school  fees  to  be  paid,  may,  at  the  exjjense  of  the  general 
body’ of  axj)ayers,  thus  be  made  accessible  to  the  poorest  classes, 
who  consequently  become  entitled  to  the  benelit  of  a service  for 
which  t ley  are  not  able  to  pay  and,  but  for  the  free  public 
serrdee,  would  not  receive.  \Vdiatever  element  of  charity  may 
be  regal ded  as  existing  in  a,  so-called,  free  education  system, 
the  a])|3  ication  of  j:)ublic  funds  to  this  j)ur2)ose  receives  very 
general  ;ipproval. 

In  a jjublic  Housing  scheme  by  which  funds  are  raised 
for  the  re-housing  of  the  poor,  we  have  the  princiijle  inherent 
in  charity’  in  a more  pronounced  form.  Houses  are  not  less 
necessai  V’  to  the  whole  j)cople  than  education  ; but  the  j^mjjose 
of  the  lousing  scheme  is  not,  like  the  education  system,  to 
su])ply  the  housing  needs  of  the  whole  community,  but  to  assist 
only  a ])ortion  who  are  not  able  to  provide  decent  homes  for 
themsel ’es.  The  dwellings  provided  under  e.  housing  scheme 
are  usually  let  at  a rental  and  are,  therefore!,  not  free  to  the 
occiipauts  ill  the  same  sense  that  education  is  free.  The  rental 
charged  how'ever,  may’  not  cover  the  cajiital  outlay  at  the 
current  rate  of  interest  for  such  risks,  and,  as  the  difference  must 
consequ  !*ntly  be  made  uii  Irom  the  rales,  tlii.s  is  a ^^aynient  of 
the  nature  of  charity. 

In  1 lie  a})])lication  of  pulilic  monies  to  tiie  relief  of  destitution, 
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w’e  have  the  extreme  case  in  which  public  charity  Is  indistin- 
guishable from  private  charity ; and  the  administration  of 
public  funds  for  the  relief  of  the  poor  in  the  various  w'ays  pre- 
scribed by  the  English  Poor  Law’  has  come  to  be  regarded  as 
the  most  obnoxious  of  all  forms  of  charitv.  That  unfortunate 
fringe  of  society  which  is  reduced  to  destitution  and  forced,  by’ 
circumstances  over  w'hich  they  have  no  control,  to  accept  charit- 
^ able  relief,  have  had,  under  the  English  Poor  Law  System,  to 
suffer  other  indignities  as  a consequence  of  their  acceptance  of 
Poor  Law  relief  which  must  have  greatly  accentuated  the  eco- 
nomically degrading  tendencies.  They  have  not  only  been 
deliberately  branded  as  joaupers  and  dressed  in  paiq:>er  uniform, 
I but  have  also  been  deprived  of  certain  rights  of  citizenship. 

The  sense  of  this  inordinate  degree  of  injustice — ^the  taking  from 
' the  poor  w’hat  little  they  jiossess — has  no  doubt,  strongly’  in- 

fluenced the  reactionary  tendency,  now  so  strongly  marked, 
to  remove  all  degrading  taint  connected  w’ith  the  public  ad- 
ministration of  charity.  This  tendency  finds  expression  in 
various  ways.  Thus  in  the  reports  of  the  Royal  Commission 
on  the  English  Poor  Law’s,  we  find  various  suggestions  for  giving 
new  names  to  pauper-tainted  methods  and  institutions ; the 
4 term  “ public  assistance  ” is  suggested  as  a designation  for  what 
has  been  so  long  know’n  as  “poor  relief  ” ; bodies  carrying  out 
the  function  of  the  Poor  Law  Authorities  may  obscure  their 
repulsive  natures  under  the  name  of  Public  Assistance  Authori- 
ties; “home  aliment”  may  invest  “out-relief”  w’ith  a less 
repulsi\e,  if  not  absolutely  attractive  garb.  A further,  and 
important,  step  in  this  direction  would  be  made  by  the  distri- 
bution of  the  various  functions  of  the  Poor  Law  amongst  the 
municipal,  county’  or  other  public  authorities  exercising  similar 
functions,  a course  which  w’e  also  find  suggested  in  the  same 
reports  though  not,  of  course,  solely  for  this  purpose.  This 
IDolicy,  in  so  far  as  it  seeks  to  divest  charity  of  its  stigma,  assumes 
the  possibility  of  assimilating  tw’o  essentially  different  economic 
principles  and  of  raising  in  the  jDublic  estimation  the  principle 
{ ^ of  charity  by  simple  association  w’ith  that  of  mutual  exchange. 
' It  would  appear  to  be  dictated  largely  by  sentiment  ; and,  as 
economic  laws  knoAv  no  sentiment,  charity  must  always  present 
the  same  general  features  under  w’hatever  guise  it  exists,  in- 
evitably creating  a well  marked  division  between  the  tw’o  classes 
of  economic  processes.  The  thing  itself  will  always  be  recognized 
despite  every  artifice  to  conceal  its  real  nature. 

In  the  British  “ National  Insurance  Act  ” this  tendency  is 
found  greatly  developed  in  its  most  insidious  forms.  Had 
there  been  submitted  to  the  countrv,  instead  of  this  Act,  a 
proposal  for  the  payment  of  weekly  allow’ances  to  members 
of  the  public,  w’hen  sick,  and  to  workers,  when  unemployed, 
from  public  funds  raised  by  the  ordinary  methods  of  taxation, 
, p the  probability  is  that  its  authors  would  have  been  suspected 
of  being  mentally  deficient,  for  this  w’ould  have  been  undiluted 
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State  ch  irity  on  a scale  never  before  imagined.  One  can  scarcely 
conceive  it  "possible  that  any  responsible  statesman  of  to-day 
coiikl  biing  forward  a scheme  even  of  much  more  modest  pro- 
])ortions  based  on  such  a principle.  Now  if  the  economic  effects 
eif  the  Itisurance  Act  are  substantially  the  same  as  those  that 
would  r?svdt  from  the  avowedly  charitable  method  of  elistri- 
butins  t lis  pul)lic  sick  relief  or  benefit,  it  is  an  obvious  inference 
that  fhe  people  have  been  induced  to  sanction  the  adoption  of 
this  expedient  under  the  conviction  that  the  particular  methods 
(jf  raisn  g the  funds  deprived  it  of  all  vestige  of  charity,  and 
])laced  i^  in  the  category  of  ordinary  industry  and  commerce. 
'I'he  all-  mportant  consideration,  therefore,  is  to  determine  the 
true  ec(  •nomic  nature  of  the  process  of  raising  the  funds ; 
whether  in  fact,  there  is  any  real  difference  in  practical  results 
between  the  processes  of  taxation  ordinarily  employed  for 
raising  juiblic  funds  and  the  ingenious  devices  for  assimilating 
the  fori  IS  of  genuine  commerce  which  seem  to  give  to  the 
Insurance  Act  a totally  distinct  character. 

The  Insurance  Scheme  is  framed  on  the  contributory  prin- 
ciple and  designed  so  that  “all  classes  should  contribute  to  it 
as  all  tlie  classes  would  benefit  by  it”  (Lloyd  George).  The 
benefits  under  the  scheme  are  estimated  to  l^e  worth  per 
week  to  the  workman,  of  which,  however,  he  himself  only  con- 
trilnites  ^d.  per  week  direct,  3c/.  being  collected  from  the  em- 
ployer, md  2d.  paid  by  the  State  from  ordinary  sources  of 
taxation,  This  last  contribution  takes  the  very  form  that 
would  presumably  be  unhesitatingly  rejected,  if  applied  to  the 
■whole,  as  being  essentially  State  charity.  The  3c/.  paid  by  the 
employe’  is  admittedly  a charge  upon  industry  which  must  be 
included  in  the  cost  of  production  and  which  is,  therefore, 
diffused  through  the  community  in  the  price  of  the  produce  of 
the  indi  stry,  for,  as  we  cannot  too  forcibly  emphasize,  all  in- 
dustry must  be  run  at  a profit.  The  employer  by  the  device 
of  the  Insurance  Act  thus  becomes  the  collector  not  only  of  his 
own  3c/.  from  industry,  but  of  the  4c/.  from  his  workman,  and 
Avhateve  • extra  expense  is  incurred  in  this  cumbersome  process 
likewise  becomes  a charge  upon  industry  and  enters  into  the 
co.st  of  jiroduction  and  ultimately  into  the  price  of  the  product. 
The  pul  lie,  therefore,  have  to  shoulder  both  ihe  tax  of  3c/.  on 
industry  and  the  cost  of  its  collection,  just  as  surely  as  though 
these  charges  had  been  levied  as  an  indirect  tax  on  articles  of 
general  mnsumption.  Although,  therefore,  the  employer’s  con- 
tribution is  collected  through  a different  channel  from  that  of 
the  8tat3,  its  economic  effect  is  the  same,  and  it  does  not  retain 
the  nature  of  a personal  contribution  by  the  employer  upon 
whom  i1  is  directly  imposed  but  of  the  nature  of  an  ordinary 
indirect  tax. 

W'itli  regard  to  the  workman’s  own  contribution,  the  fact 
that  Ihii  4c/.  is  stopped  from  his  wages  each  week  by  the  em- 
pioyc]’  ■\\  ould  seem  to  leave  no  room  for  doubt  that  here,  at  any 
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rate,  the  apparent  pajnr  must  also  be  the  actual  jDa-yer.  A 
feature  of  this  Scheme  which  tends  greatly  to  strengthen  this 
opinion  is  that  it  takes  within  its  scope  a very  large  amount 
of  Health  Insurance  business  actually  conducted  on  a voluntary 
Ijasis  and  converts  the  many  thousands  of  premiums,  or  to  the 
extent  of  4c/.  of  them,  into  a statutory  payment  without  mate- 
rially interfering  with  the  routine  of  the  voluntary  organization 
further  than  enforcing  the  collection  of  the  i3remium  through 
the  employer.  The  question  as  to  whether  the  w'orkman’s  4c/. 
i.s  to  be  regarded  as  his  personal  contribution  or  as  a tax  should 
be  decided  by  reference  to  its  economic  effects.  In  the  first 
place,  the  introduction  of  the  element  of  compulsion,  in  effect, 
takes  the  4c/.  out  of  the  individual  workman’s  control,  so  that 
he  cannot  now  do  as  he  likes  with  it,  either  to  continue  the 
insurance  or  divert  the  premium  into  channels  which  he  might 
consider  to  promise  greater  advantages  ; this,  at  any  rate, 
impresses  upon  the  statutory  payment  a characteristic  peculiar 
to  a tax.  There  is  thus  the  tendency  for  the  workman  to  regard 
the  4c/.  as  something  that  does  not  belong  to  him  and  that  he 
does  not  receive,  reckoning  his  wages  at  the  amount  he  receives 
after  the  deduction  of  the  4c/.,  for  this  is  really  what  governs 
his  exjienditure. 


In  considering  more  minutely  the  economics  of  the  4c/.  and 
its  affinity  to  a tax,  the  immediate  effect  of  so  small  a sum  wken 
taken  alone  will  naturally  be  scarcely  perceptible,  and  may  be 
more  appropriately  expressed  as  a tendency.  How^ever  in- 
significant a single  premium  may  appear  the  aggregate  of  the 
national  premiums  amounts  to  a formidable  sum,  and  must 
have  a correspondingly  important  economic  effect  represented 
b}^  the  aggregate  of  the  tendencies  of  the  single  premiums.  It 
w'ould  be  well  to  bear  in  mind  that  the  immediate  effect  of  the 
imposition  or  remission  of  a tax  usually  differs  from  the  later 
effect  wken  it  has  become  adjusted  to  its  new^  economic  environ- 
ment, and  all  industrial  operations  are  conducted  with  due 
allowance  for  the  tax.  A new  tax  upon  land  or  upon  an  in- 
dustry will  naturally  be  resented  by  the  landlord  or  the  manu- 
facturer affected,  because  he  is  unable  to  fully  recoup  himself 
immediately  owing  to  cuirent  prices,  leases,  contracts,  &c., 
wkich  hold  him  to  conditions  prevailing  before  the  imposition 
of  the  tax  ; the  remission  of  a tax  uj)on  land  or  upon  an  in- 
dustrj^  would,  on  the  other  hand,  be  welcomed  by  a landlord 
or  manufacturer  because  the  remission  is  a temporary  gain  of 
which  he  cannot  be  deprived  owing  to  current  prices,  leases, 
contracts,  &c.,  that  hold  his  clients  or  customers  to  conditions 
existing  before  the  remission.  In  both  cases,  when  the  tax  has 
become  thoroughly  assimilated  by  industry  and  commerce,  the 
burden  or  the  relief  is  not  felt  by  those  first  affected,  for  both 
alike  are  passed  on  to  the  public  and  become  diffused  through 
the  community.  The  opposition  or  support  which  a new’  pro- 
posid  for  taxation  receives  may  be  explained  by  its  initial  effects 
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on  the  individual  interests  involved.  The  compulsory  eon-  I 

tributior  levied  by  the  Insurance  Act  called  forth  during  its 
progi-ess  before  its  final  enactment  just  the  public  reception 
that  a 1 ax  would  receive,  and  we  are  now  experiencing  the 
adapt ati  )ii  of  these  contributions  to  industrial  processes  upon 
which  tl  ey  make  little  impression.  The  Very  fact  that  certain 
wealthy  classes  oppose  such  measures  as  these  when  first  brought 
forwartl  seem  to  be  a convincing  argument  to  many  people  that  I 

the  measure  must  have  the  effect  of  taking  from  those  who 
have,  an  d giving  to  those  who  have  not  ; this  is  fallacious. 

Per]  laps  the  most  effectual  way  of  demonstrating  the  true 
nature  ( f the  Insurance  Act  contributions  is  to  conceive  the  i 

gradual  extension  of  State  subsidized  industry  and  services, 
on  the  same  principle,  to  take  within  its  scope  a ver}^  large  part 
of  publio  necessities  'with  a consequent  corresponding  increase 
of  the  piemium.  Thus  Education,  like  Health,  may  be  regarded 
as  belief  ting  both  employer  and  worker  as  well  as  the  State, 
and,  for  exactly  the  same  reasons,  might  be  publicly  administered 
on  the  liame  so-called  contributory  system.  We  might  thus 
increase  she  workman’s  “ fourpence  ” by  additions  for  education,  ' 

sanitation,  national  defence,  bread,  coal,  housing  and  other 
necessaries  of  equal  benefit  to  all  classes  of  the  community. 

The  lim  t to  this  process,  presuming  that  each  contribution 
is  an  actual  contribution  from  the  worker’s  wage  leaving  so 
much  lei  s free  spending  power,  would,  in  theorj^,  be  the  lowest 
wage  paid  ; for  ari3dhing  beyond  this  the  lowest  class  have 
no  margin,  and  no  form  of  State-compulsion  can  extract  from 
an  individual  what  he  does  not  possess.  If  this  limit  were  * 

attainable,  we  should  plainly  reach  a condition  in  which  the 
distribulion  of  the  necessaries  of  the  lower  strata  of  society 
w'ould  come  under  State  control,  resulting  in  government  pay-  I, 

ment  in  services  and  commodities  instead  of  in  the  money  wages 
nominal  y earned  and  fixed,  not  by  government  on  any  just  basis, 
but  by  the  general  economic  laws.  Such  a state  under  the 
competii  ive  system  of  industry,  allowing  no  scope  for  individual 
expression  of  demand,  w'ould  reduce  the  economic  position  of  j 

the  lowcL-  classes  of  workers  to  a depth  of  servnlity  and  ignominy  ■ ' 

scarcely  imaginable  ; the  state  of  this  portion  of  the  community 
would,  i i fact,  approach  very  closely  the  condition  of  the  horse, 
or  other  domesticated  beast,  which  has  to  be  supplied  with  all 
its  neces  saries  by  its  owner. 

Nov.'  the  probability  is  that  the  advocates  of  the  State 
Health  msurance  Scheme  have  never  imagiiK^d  the  possibility 
of  anytliing  like  the  logical  consequences,  here  indicated,  of 
the  inst  tution  of  a policy  of  forced  contributions,  assuming,  * 

as  they  do,  that  these  are  real  deductions  frc»m  wages.  As  in 
many  o'  her  cases,  by  some  subtle  reasoning  process,  the  two 
opposites  are  harmonized  ; thus  while  it  would  be  absurd  to 
argue  tlat  the  continual  application  of  the  principle  of  forced 
contributions  would  tend  to  reduce  the  worker’s  wage  to  the 
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point  of  extinction,  yet  that  in  the  particular  case  of  the  Health 
Insurance  premiums  it  actually  has  this  tendency. 

Looking  at  the  workman’s  Health  Insurance  premium 
from  this  point  of  view,  there  seems  little  reason  to  doubt  that 
it  is  of  the  nature  of  a tax  and  not  a personal  contribution  as 
popularly  supposed — ^the  longer  this  delusion  obtains,  the 
deeper  we  are  likely  to  get  into  the  economic  quagmire. 

It  may  be  urged  that,  though  the  policy  of  State  subsidies 
here  considered  has  no  tendency  to  permanently  equalize  wealth 
distribution,  yet  it  confers  great  benefits  on  large  classes  of 
the  community.  This,  of  course,  is  quite  true,  and  in  this 
respect  also,  it  resembles  pure  charity  ; for  money  or  substance 
given  in  charity  to  those  in  need  is,  to  them,  a tangible  benefit 
however  much  they  may  dislike  the  method.  To  properly 
estimate  the  value  of  the  free  transference  of  wealth,  whatever 
we  call  it  and  by  whatever  method  it  is  accomplished,  we  must 
take  into  account  the  whole  of  its  effects,  not  overlooking,  in 
this  particular  case,  the  important  fact  that  in  addition  to 
leaving  conditions  of  distribution,  in  the  main,  unaltered.  State 
control  fosters  a pernicious  social  tendency  to  intensify  the 
economic  subjection  of  the  masses. 

^ The  system  of  National  Health  Insurance,  which  comes 

within  the  category  of  parasitic  industries,  is  a conspicuous 
example  of  the  extension  of  this  form  of  waste  on  a grand  scale 
with  State  sanction. 

It  is  no  part  of  our  object  to  disparage  any  form  of  “ dividing 
up  ” whether  in  the  form  of  open  charity  or  under  the  guise  of 
industry  and  commerce  while  nothing  better  is  available.  It 
has  been  our  main  object  to  urge  the  recognition  of  a fundamental 
economic  relationship  between  charity  and  certain  methods  of 
administration  of  public  funds,  and  to  emphasize  the  fact  that 
reforms,  designed  not  as  temporary  palliatives  but  as  per- 
manent social  modifications,  arc  based  on  the  very  economic 
principle,  but  in  a disguised  form,  which  all  parties  recognize 
as  unsound,  and  that  the  persistence  in  such  policies  of  reform 
*‘-^5  must  tend  to  prolong  indefinitely  the  e\dl  which  we  all  profess 
to  be  anxious  to  eradicate. 


I 


CHAPTER  VI. 

.i volutionary  Theory  and  Social  Progress. 

Britai^s  on  the  wane  ! This  is  a foreboding,  not  infrequently 
expressed,  that  implies  a more  or  less  vague  belief  in  the  natural- 
ness, as  a sociological  process,  of  the  rise  of  nations  to  wealth 
and  opulence  and  their  subsequent  decline  and  decay.  A close 
kinship  exists  between  this  belief  and  that  idea,  of  ancient 
origin,  H'hich  conceives  a nation,  like  a man,  passing  through 
the  stagos  of  growth,  ma-turity,  and  decay.  The  influence  of  such 
ideas  on  modern  sociological  thought,  eAunces  the  persistency  Anth 
which  iceas  of  this  nature  i-etain  their  hold  on  the  popular  mind. 

Thst  there  exist  certain  broad  analogies  betAA^een  the 
physical  and  the  social  deA'elojiment  of  man  Avhich  impart  to 
such  beliefs  great  plausibility  is  unquestionable  ; but  their 
pcrsistei  cy  is  probably  mainly  attributable  to  the  conAdetion, 
inherent  in  human  nature,  that  the  same  sujierhuman  poAvei- 
which  d rects  phA^sical  processes  also  shapes  the  course  of  social 
deA’elopi  lent  and,  apparently,  with  the  same  mysterious  design, 
so  that  tieir  common  source  suggests  similar  lines  of  deA^elopment, 
and  physical  phenomena  suggest  analogous  social  action. 

Thi  5 view,  pushed  to  extreme,  would  eliminate  man’s  intellect 
as  a factor  in  shaping  his  oaati  social  destiny,  and  Avould  thus 
place  him  on  a leA'el  with  the  brute  and  inanimate  creation. 
HoAVeve  • this  persistency  is  to  be  accounted  for,  it  seems  a 
remarkable  phenomenon  in  Anew  of  the  fact  tha.t  along  Avith 
these  ai  alogies  there  also  exist  such  obvious  dissimilarities  as 
to  demenstrate  the  fundamentally  different  nature  of  the  tA\m 
processes.  Thus,  in  comparing  the  decline  and  dissolution,  or 
death,  ” of  a nation  with  the  decay  and  death  of  a man,  aa’c 
find  a cinspicuous  want  of  analogy.  The  nation  may,  indeed, 
be  said  i o li\'c  and  grow  because  of  the  continuous  multiplication, 
growth  and  death  of  the  human  beings  that  compose  it.  If 
the  “d'ath,”  or  dissolution,  of  a nation  is  brought  about  by 
conques ;,  the  parts  of  this  nation,  unlike  the  case  of  man,  might  ^ 
continiu  to  live  and  ev'^en  attain  sufficient  \dtality  to  dominate 
cventua  ly  the  nation  by  which  it  is  absorbed. 

Xalional  institutions  must  necessarily  reflect  from  time 
to  time  the  social  ideas  of  the  citizens.  A nation,  therefore, 
at  the  z?nith  of  its  power,  Avhose  citizens  are  obsessed  with  the 
idea  tin  t the  next  stage  of  their  national  development  is  one 
of  decline,  can  scarcely  be  expected  to  do  other  than  fall  into 
decay.  This  reflection  suggests  the  extreme  danger  of  .such 
jiernicio.is  fallacies  when  they  liaA'e  taken  possession  of  the 
popular  mind  ; and  it  is,  theiefore,  of  \dtal  iraportance  to  true 
social  aivancement  and  ultimate  human  happiness  that  social 
and  economic  fallacies,  Avhether  based  upon  plausible,  but  false 
or  strained,  analogies  or  not,  should  be  tiioroughiy  exposed. 
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Now  the  species  of  idea  here  particularly  referred  to  marks 
the  early  stage  of  a line  of  thought  which  has  greatly  develojied 
with  the  spread  of  knoAvledge.  The  extended  parallelisms, 
revealed  as  a consequence  of  the  great  advances  made  in  bio- 
logical science,  and  the  closer  study  of  modern  social  and  in- 
dustrial developments,  is  naturally  folloAved  by  the  further 
extension  of  this  line  of  thought.  Analogically,  politicc*!  or 
industrial  organizations  may  be  referred  to  as  “ organisms,” 
and  the  analogies  betw^een  physical  organisms  and  social  organ- 
izations may  be  carried  to  great  and  fascinating  lengths.  The 
interaction  of  the  parts  of  a political  or  industrial  ‘‘  body  ” 
bear  striking  resemblances  to  the  complicated  actions  of  tlie 
parts  of  an  animal  or  A'egetable  organism  ; and  the  transference 
of  the  idea  of  the  division  of  labour  from  the  economic  to  the 
physiological  sphere  indicates  something  of  the  length  to  Avhich 
the  tendency  to  the  diAusion  of  labour  in  industry  has  j^roduced 
those  complicated  and  interdependent  economic  relationships 
Avhich  develop  features  increasingly  comparable  to  the  actions 
of  animal  or  vegetable  organisms.  On  the  economic  field  the 
tendency  to  the  subdi\dsion  and  specialization  of  labour  pro- 
duces for  each  neAV  development  in  this  direction  a corresponding 
adaptation  in  the  system  of  exchange  by  AA'hich  the  labour  of 
a small  section  of  the  community,  applied  to  the  production 
of  an  infinitesimal  fraction  of  the  aggregate  needs,  secures,  in 
exchange,  the  services  of  other  parts  of  the  industrial  organiza- 
tion. This  has  its  counterpart  in  the  exchange  of  serAUces 
taking  place  AAithin  the  physical  organism  ; the  A'arious  organs 
of  the  human  organism  perform  this  special  function  for  the 
benefit  of  the  whole  body,  and  each  receiA^es,  as  a member  of  that 
body,  the  benefits  of  all  the  other  organs  through  the  inter- 
mediary of  the  complicated  system  AAffiich  makes  these  exchanges 
possible  and  allows  for  the  adaptation  of  A^ariations  in  structure. 
To  whatcA'er  length  we  may  trace  these  analogies,  hoAvever, 
there  is,  in  the  end,  the  indisputable  fact  that  the  two  processes 
are  fundamentally  different  and  similarity  of  phenomena  cannot, 
therefore,  be  attributed  to  the  action  of  a motive  force  common 


to  both.  The  essential  difference  betAA^een  the  tw'o  processes 
is  obvious  from  the  fact  that  the  physiological  is  concerned 
Avith  matter  and  its  changes  in  accordance  Avith  physical  laAvs, 


AAhile  the  sociological  is  concerned  Avith  social  and  ecoiuunic 


relationships  and  their  modifications  resulting  from  the-  action 


of  the  human  intellect. 


It  is,  hoAveA'er,  the  Danvinian  theory  of  eA'olution  lliat 
has  most  poAverfully  influenced  the  further  deA'elopnicnt  ot  this 
line  of  thought.  The  CA^olutiontiry  itlea  has  noAV  so  i)crnieii,ttd 
public  thought  that  it  has  become  an  attitiule  of  mind  for  large 
numbers  of  people.  Doubtless,  the  theory  itself  is  not  fiiHy 
grasped  by  more  than  a comparatiA’ely  small  proportion,  and 
it  is,  consequently,  cited  to  sanction  quite  opposite  lines  of 
social  progress.  Thus  Ave  haA*e,  on  the  one  hand,  those  Avho 
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that  the  Darwinian  theory  teaches  ns  that  the  struggle 
ence  and  the  survival  of  the  fittest  is  the  natural  method 
advancement,  the  evils  resulting  from  it  being  regrettable 
es  which  may  be  ameliorated  but  cannot  be  cured, 
other  hand,  there  are  those  that  look  upon  evolution 
3e  that  is  shaping  the  course  of  social  progress,  not  only 
ss  of  human  volition  but  in  spite  of  it.  Of  the  latter 
) certain  Socialists  who  believe  that  their  ideal  is  coming, 
'Iving,”  with  something  like  scientific  precision  whether 
ted  or  not,  and  that,  were  they  to  do  nothing  politically 
• it  about,  it  would  still  gradually  e\  olve  through  the 
n of  this  mysterious  evolutionary  force,  the  little  social 
?y  do  simply  tending  to  accelerate  the  natural  process. 


Th(  use  of  analogy  to  more  clearly  ex}fiain  one’s  views 
serves  f legitimate  and  important  purpose  ; but  the  straining 
of  anak  gies,  with  an  intent  tcj  establish  by  inference  the  exist- 
ence of  some  more  vital  connexion  between  the  objects  of  com- 
parison, is  to  confuse  and  mystify.  In  ord(;r,  if  possible,  to 
exhibit  the  illusory  nature  of  certain  populai  policies  of  social 
and  eco  lomic  development,  and,  at  the  same  time,  to  indicate 
the  com  iitions  which  seem  to  be  implied  by  the  theory  of  evolu- 
tion as  affecting  human  society,  certain  analogies  between 
physical  and  social  processes  will  now  be  briefly  considered. 
But  bef  >re  doing  so  it  may  be  well  to  restate  in  a concise  form, 
the  mai  i idea  of  ev^olution.  The  Darwinian  theory  is  briefly 
stated  by  Ernst  Haeckel,  as  follows  : — 


“Tlie  struggle  for  existence  produces  noir  species  without 
prem^ii  ated  design  in  the  life  of  Nature,  in  tlie  same  way  that 
the  will  )f  man  consciously  selects  new  races  in  artificial  conditions. 
TJie  gardener  or  the  farmer  selects  new  forms  as  he  wills  for  his 
oyui  pro:  it,  by  ingeniously  using  the  agency  of  heredity  and  adapta- 
tion for  the  modification  of  structures  ; so,  in  the  natural  state, 
the  struggle  for  life  is  always  unconsciously  modifying  the  various 
species  ( f living  things.  This  struggle  for  life,  or  competition  of 
organisn  s in  securing  the  means  of  subsistence,  acts  without  any 
conscious  design,  but  it  is  none  the  less  effective  in  modifying 
structures.  As  lieredity  and  adaptation  enter  into  the  closest 
reciproct.l  action  under  its  influence,  new  structures  or  alterations 
of  structures  are  produced  ; and  these  are  purposive  in  the  sense 
that  tJiey  serve  the  organism  when  formed,  but  they  were  produced 
without  my  preconceived  aim.”  (‘  The  Evolution  of  Man,’  ch.  v.) 

Tht  first  observ^ation  to  be  made  here  is  that  the  process 
of  ev^oktion,  in  the  animal  and  v'egetable  kingdoms,  is  an  un- 
conscioi  s one.  Plants,  obviously,  have  not  the  power  to  reason  ; 
and  ani  nals,  exclusive  of  man,  though  gifted  with  remarkable 
instinct,  do  not  possess  a reasoning  faculty  that  will  enable 
them  to  investigate  either  their  own  physical  growth  or  their  own 
relation.'  hijis  with  one  anotlier.  The  sensations  of  pleasure  and 
pain,  th(  possession  of  which  is  one  of  the  distinguishing  features 
of  anims  1 life,  no  doubt  play  an  important  part  in  animal  growth, 
whether  physical  or  social,  human  or  brute ; being  factors 


i 
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which  determine  the  particular  direction  of  the  individual's 
activities,  they  may  be  regarded  as  the  mainspring  of  that 
animal  effort  for  self  preservation  which  culminates  in  the  struggle 
for  existence.  This  effort  is  exerted  in  brute  creation  for  the 
purpose  of  satisfying  desires  regardless  of  the  interests  of  other 
animals,  and  while  the  environment,  for  the  time  being,  sets 
a rough  limit  to  this  effort,  the  continual  struggle  produces 
* variations  which  tend,  in  the  long  run,  to  modify  both  the 

animal  and  its  environment.  Obviously,  how’ev^er,  the  force 
which  produces  these  changes  in  animal  structure  and  en- 
vironment is  not  exerted  with  this  purpose  in  vdew,  but  in  order 
to  satisfy  individual  desires  ; the  changes  themselves,  therefore, 
are  accidental  and,  regarded  in  the  aggregate,  present  phenomena 
susceptible  of  systematic  treatment.  The  accidental  nature  of 
the  developments  in  plant  life  is  even  more  evddent  when  we 
reflect  that  the  sensations  of  pleasure  and  pain  are  entirely 
wanting  and  that,  therefore,  life  and  death  are  matters  which 
do  not  in  the  least  concern  plants.  The  struggle  for  existence, 
as  applied  to  plant  life,  can  therefore  hav'e  no  more  than  a 
metaphorical  significance. 

By  analogy,  the  process  of  social  evolution  must  also  be 
an  unconscious  one.  The  present  order  of  society  has,  in  fact, 
evolved  without  any  conscious  effort  or  premeditated  design 
to  establish  it.  The  human  social  unit  is,  of  course,  conscious 
of  the  restraints  imposed  upon  his  aspirations  by  his  environ- 
ment, and  is  conscious  of  the  efforts  he  makes  to  alter  his  en- 
vironment ; but  these  efforts  are  made,  whether  individually 
or  in  co-operation  with  others,  for  the  purpose  of  gratifying 
his  personal  desires  and  not  with  the  intent  of  bringing  into 
existence  a preconceived  social  order.  The  v^arious  social 
developments  are,  therefore,  as  truly  the  accidental  consequence 
of  man’s  individual  effort  to  better  his  owui  condition  as  are  the 
physical  developments  in  the  animal.  It  is  quite  evident  that 
existing  social  conditions,  affected  as  they  have  been  in  their 
growth  by  comparatively  recent  and  unforeseen  dev'elopments 
in  nearly  all  departments  of  science,  industry,  and  commerce, 
•*'  could  not  possibly  hav^e  been  conceived  a few'  generations  ago. 

It  is  the  incessant  striving,  on  the  part  of  the  individual,  for  the 
attainment  of  improvements  in  his  own  social  conditions  that 
is  to  be  regarded  as  the  constant  force  w'hose  continuous  effects, 
in  the  aggregate,  produce  those  changes  in  social  structure 
which  exhibit  the  phenomena  of  social  evolution.  It  w'ill  be 
evident,  therefore,  that,  though  effort  is  consciously  exertetl 
by  the  individual  in  his  ow'ii  interest,  the  evolution  of  society 
which  results  is  essentially  accidental  and  is  an  altogether  un- 
conscious process. 

If  society  at  large  were  to  adopt  the  view,  entertained  by 
so  many,  of  evolution  as  a superhuman  force  working  out  our 
, social  destiny  for  us  in  some  mysterious  manner  regardless  of 
our  ow'ii  effort  and  even  in  spite  of  it,  there  would  naturally 
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be  a gen<  ral  disposition  to  a passive  attitude  and  a consequent 
cessation  in  social  effort.  There  could  then  be  no  further  evo- 
lution. 

On  the  other  hand,  if  society  as  a whole  were  to  adopt 
the  view  that  the  struggle  for  existence  is  as  essential  to  social 
developirent  as  it  is,  in  evolutionary  theory,  to  ])hysical  develop- 
ment, wt  should  have  an  attitude  of  mind  which,  being  im- 
pervious to  ideas  involving  the  permanent  removal  of  the  in- 
evitable 3onsequences  of  that  struggle,  would  tend  to  a per- 
petuatior  of  present  conditions. 

The  eventualities  just  suggested  are,  of  course,  practically 
impossible,  for,  as  it  has  so  far  been  our  aim  to  emphasize,  the 
actual  CO  iditions  of  society  compel  people  to  act  in  self-interest, 
not  only  in  opposition  to  any  social  or  moral  theory  they  may 
hold,  but  actually  against  their  own  inclinations.  All  unsound 
socioi  theories  must,  therefore,  sooner  or  lat(3r,  be  shattered 
by  contact  with  the  hard  practicalities  of  lift*.  Nevertheless, 
the  greater  the  influence  these  social  or  economic  fallacies  do 
acquire,  he  greater  will  be  the  obstacles  to  true  social  progress 
and  the  remoter  the  time  of  social  harmony. 

Agai  1,  there  are  certain  apparently  well-marked  tendencies 
in  econo:  nic  and  social  developments  which  are  regarded  by 
many  people  as  plain  indications  of  the  natural  course  of  social 
progress.  A natural  affinity  appears  to  exist  between  these 
tendencies  and  the  process  of  evolution  as  popularly  conceived, 
thus  impirting  to  such  tendencies  undue  importance  as  courses 
obviously  in  the  line  of  social  evolution.  A conspicuous  instance 
of  these  tendencies  is  the  process  of  municipalization  and 
nationali:  ;ation  of  land  and  industry  which  has  been,  and  still 
is,  regarc  ed  by  large  numbers  of  Socialists  as  the  natural  and 
inevitablt  ^ evolution  of  Socialism  by  the  gradual  transformation 
of  privalel}^  ow'ned  to  publicly  owned  means  of  production, 
distribution  and  exchange.  The  tendency  to  extend  the  appli- 
cation of  the  principle  of  insurance  to  wider  and  wider  spheres 
of  social  amelioration  is  another  case  in  point,  though,  in  the 
latter  case,  the  idea  of  evolution  is,  perhaps,  not  so  intimately 
associated  with  the  tendency  as  in  the  foimer.  It  is  here  our 
object  to  show  that,  however  closely  or  remotely  the  two  ideas 
ma}^  be  (.oimected  in  the  public  mind,  the  practice  of  regarding 
a market  tendency  as  a more  or  less  reliable  guide  for 
further  development  is  altogether  at  variance  with  evolutionary 
theor}-. 

A simple  illustration  from  vegetable  life  will  serve  to  eluci- 
date this  fact.  The  evolution  of  the  ear  of  whe;it  from  the  grain 
of  seed  i?  an  unconscious  process.  Were  the  plant  conscious 
of  its  growth  and,  taking  a retrospective  view  of  its  upward 
jwogress,  reasoned  that  the  w^ell-marked  tendency  to  grow  a long 
straight  stalk  plainly  indicated  the  direction  of  its  further 
growth  £iid  directed  its  developments  accordingly,  it  would 
never  rerch  the  ear. 
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An  illustration  from  the  process  of  tlie  evolution  of 
higher  from  low'er  animal  life,  besides  further  illustrating 
this  view,  will  also  serve  to  enforce  another  imj^ortant  truth  in 
physical  evolution  which  has  its  analogy  is  social  evolution. 
There  is,  so  authorities  inform  us,  in  the  caudal  region 
of  the  vertebral  column  of  man,  still  the  vestige  of  a tail  which, 
the  evolutionary  theory  teaches  us,  was  once  a useful  appendage 
of  onr  remote  ancestors,  and  which  has  disappeared  in  course 
of  time  because,  in  the  development  of  man’s  erect  position, 
it  became  gradually  useless.  If  our  tailed  ancestor  had  been 
conscious  of  his  own  evolution  and  had  reasoned  that,  because 
the  tail  was  an  actual  development  and  served  a necessary 
purpose,  its  functions  must  not  be  allowed  to  fall  into  disuse 
but  mxist  be  exercised  to  the  full  with  a tendency  to  widen 
their  scope,  the  human  race  might  to-day  have  sported  a tail 
that  w^ould  have  put  ever}’’  other  tailed  animal  out  of  countenance. 

The  disappearance  of  a useful  limb  of  an}'  animal  can 
scarcely  be  imagined  as  resulting  from  the  deliberate  intention 
of  the  animal  itself,  for  every  limb  is,  of  course,  a present  necessity 
and  the  idea  of  dispensing  with  an}^  one  would  appear  tlie 
height  of  absurdity.  Nevertheless,  modifications  do  take  place 
in  animal  structure  even  to  the  disappearance,  as  we  have  seen, 
of  a useful  member  of  the  body.  Whatever  modification  does 
take  place,  however,  proceeds  unconsciously  as  the  result  of 
the  adaptation  of  the  various  members  to  altered  conditions. 
It  will  be  evident  that  if  our  tailed  ancestor  had  deliberately 
exercised  his  tail,  with  a view  of  retaining  and  developing  its 
functions — ^whether  from  the  notion  that  its  grow'th  indicated 
the  trend  of  future  development,  or  because  it  was  a useful 
appendage  that  must  be  duly  exercised — he  wuuld,  in  either 
case,  have  been  counteracting  the  true  evolutionary  develop- 
ment. 

Many  present-day  social  institutions  appear  to  be  as  neces- 
sary to  society  as  limbs  are  to  our  body.  It  would  be  difficult 
to  conceive  a state  of  society  without  some  of  them.  Never 
theless,  if  w'e  deliberately  set  ourselves  to  render  them  more 
permanent  institutions  or  further  develop  them  on  the  assump- 
tion that  we  are  furthering  the  natural  course  of  social  evolution 
by  thus  developing  existing  tendencies,  it  is  more  likely  than 
not  that  we  shall  be  retarding  the  true  evolution  rather  than 
forwarding  it.  Our  Banking  system,  Municipalized  Industries, 
Industrial  Corporations,  Insurance,  Educational,  and  the  manv 
other  Institutions  are  apparently  indispensable  to  our  modern 
ci\dlization,  and,  if  the}^  are  to  undergo  appreciable  modification 
or  elimination,  it  can  only  be  by  the  gradual  development  of 
other  institutions  which  re-distribute  their  functions  or  render 
them  unnecessary  ; and  if  a false  theory  of  evolution  tends  to 
confine  further  developments  to  mere  extensions  of,  and  im- 
provements in,  existing  institutions,  excluding  all  possibility 
of  the  introduction  of  new  principles  and  institutions  which 
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modify  o’  render  superfluous  v>i’esent  institutions,  it  is  seriously 
interferii  g Avith  the  true  course  of  progress. 

It  w 11  be  evident,  too,  that  all  social  effort,  vhether  avowedly 
Socialist  or  not,  which  seeks  to  bring  into  existence  an  order  of 
society  ]Ianned,  either  in  outline  or  in  detail,  beforehand  is 
altogether  at  variance  with  the  evolutionary  process  observed 
in  the  ph>  sical  world.  The  Soeialist  ideal,  as  embodied  in  the 
common  formula  of  “ State  ownership  of  the  means  of  production, 
distribut  on  and  exchange  ” implies  a conscious  effort  to  develop 
a precon  3eived  social  system  of  which  the  main  design  must 
necessari  y reflect  present-day  institutions  and  customs  because 
the  social  and  industrial  relationships,  that  are  to  be,  are  still 
shrouded  in  the  obscurity  of  the  future  ; and  we  thus  con- 
stantly 1 ear  the  ideal  Sociali.st  State  of  the  future  described  in 
terms"  of  the  present.  It  may  safely  be  said  that  no  human 
intellect  i century  ago  could  possibly  have  anticipated  the  many 
revolutio  larj"  developments  which  have,  in  all  avenues  of  social 
jjrogress,  transformed  the  material  of  which  th(;  social  structure 
was  thei  composed  ; reflection  upon  this  fact,  that  the  future 
of  societ  is  a sealed  book,  bearing,  as  it  does,  so  striking  an 
analogy  \vith  the  unconscious  process  of  physical  development 
should,  cne  would  think,  furnish  conclusive  evidence  that  social 
effort  to  secure  the  establishment  of  premeditated  social  regimes 
is  so  mu<  h waste  energy,  and  is  no  more  reasonable  than  would 
be  the  designing  by  an  architect  of  an  edifice  in  ignorance  of 
the  mate  dal  of  which  it  was  to  be  built. 

It  it , of  course,  frequentl}^  said  that  we  must  have  ideals, 
and  that  the  agitation  for  these  ideals  have  a beneficial  effect 
even  the  ugh  the  ideals  themselves  are  not  attainable.  This, 
however,  is  only  true  of  purely  ethical  ideals,  and  it  is  obviously 
the  cons;ant  effort  to  put  our  ethical  principles  into  practice 
by  continual  modification  and  adaptation  of  social  and  industrial 
organizaiion  that  constitutes  the  motive  which  actuates  the 
evolutioi  ary  process.  Ideals  of  social  systems  whieli  involve 
the  cstin  ation  of  the  comparative  importance  of  present  ethical 
ideals  to  which  these  systems  seek  to  give  concrete  and 
stereotyjed  expression,  are,  therefore,  unscientific  from  the 
point  of  view  of  evolutionary  theory ; for  our  ideas  of  right 
and  wrong,  equity  and  justice,  undergo  modification  from 
time  to  time  as  well  as  social  relationships  founded  upon 
them.  The  institution  of  slavery  was  at  one  time  regarded 
as  a per  uanent  feature  in  society  and  accordid  with  the  then 
existing  ethical  principles.  Ethical  ideals  have  so  changed 
that  moc  ern  civilization  rejects  slavery;  and  a Utopia,  in  which 
.slavery  s an  es.sential  feature,  would  scarcely  be  worth  con- 
sideratio  i to-day  even  by  tho.se  who  believe  in  the  efficacy  of 
Utopia-building.  As  on  the  economic  field,  so  on  the  field  of 
ethics  must  the  expression  of  the  individual  have,  in  the  long 
run,  free  play ; and  any  attempt,  therefore,  to  impose  on  the 
coiumun  tv  a set  of  morals,  or  a social  system,  out  of  harmony 
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with  the  aggregate  of  individual  ethical  or  economic  a.spirations 
is  doomed  to  failure.  The  concentration  of  public  opinion 
and  political  effort  on  ideals  inherently  impracticable  not  only 
represents  much  waste  energy,  but  exerts  an  appreciable  re- 
tarding influence  on  true  social  progress. 

The  nature  of  social  evolution  is  tersely  summarized 
. in  the  following  quotations  from  Tiord  Morley's  work  ‘ On 

I**  Compromise  ’ : — 

“ It  would  be  odd  if  the  theory  which  makes  progres.s  dependent 
on  modification  forbade  us  to  attempt  to  modify.  WTien  it  is  said 
tliat  the  various  successive  changes  in  thought  and  institutions 
present  and  consummate  themselves  spontaneously,  no  one  means 
^ by  spontaneity  tliat  they  come  to  pass  independently  of  human 

^ effort  and  volition.  Progress  is  not  automatic  in  the  sense  that 

if  we  were  all  cast  into  a deep  slumber  for  the  space  of  a generation 
wo  .should  awake  and  find  ourselves  in  a greatly  improved  social 
state.  The  world  onlj^  grows  better,  even  in  the  moderate  degree 
in  which  it  does  grow  better,  because  people  wish  that  it  .should, 
and  take  the  right  steps  to  make  it  better.  Evolution  is  not  a 
force,  but  a process  : not  a cause,  but  a law.  It  explains  the  source, 
k and  marks  the  immovable  limitations,  of  social  energy.  But  social 

energy  itself  can  never  be  superseded  either  by  evolution  or  any- 
^ thing  else.” 

j The  process  of  physical  evolution  goes  on  everywhere 

I regardless  of  any  theory  that  man  may  base  on  observed 

I phenomena  ; and  the  same  may  be  said  as  truly  of  social  and 

industrial  evolution  for,  ultimately,  theories  of  social  evolution 
become  quite  insignificant  modifying  influences  on  the  general 
trend.  It  would  obviously  be  better  to  discard  all  theories  of 
evolution  rather  than  allow  false  theories  to  pervert  social 
energy. 

If,  however,  the  evolutionary  theory  is  to  be  any  practical 
guide  in  social  matters,  perhaps  the  following  brief  statement 
will  serve  to  indicate  broadly  the  true  relationship  involved  ; — 

' “ Tho  analogy  existing  from  the  point  of  view  of  evolution 

j between  biology  and  sociology  arises  from  the  fact  that  the  evolu- 

tion of  societies  as  well  as  that  of  organisms  is  the  result  of  the 
' co-operation  of  two  factors — similarity  and  adaptation.  In  biology, 

j the  similarity  between  organisms  springing  from  the  same  stock 

' is  due  to  heredity,  while  adaptation  is  the  result  of  individual  v'aria- 

tion.  In  sociology,  societies  are  the  descendants  of  former  societies, 
i in  that  the  new  are  modelled  upon  the  old.  Similarity  is  the  result 

J of  imitation,  while  adaptation  is  the  reisult  of  invention,  i.e.,  of 

improvement  and  innovation  tending  to  make  a new  Society 
different  from  that  which  preceded  it.”  (‘  Evolution  by  Atrophy,’ 
Demoor,  Massart,  and  Emile  Vandervelde). 

Our  present  social  order  is  thus  inherited  from  our  ancestors, 
i and  its  further  transformation  is  to  be  effected  by  the  intro- 

i duction  of  such  improvements  or  innovations  as  are  adaptable 

to  present  conditions  and  tend  to  make  a “ new  society  different 
^ ^ from  that  which  preceded  it.”  These  two  conditions — in- 

novation and  adaptation — are  thus  essential  to  a .step  in  social 
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evolution.  An  innovatory  change  that  is  not  adaptable  to 
actual  so(  ial  conditions  is,  of  course,  infeasible  ; a change  that 
is  adaptable  but  is  not  innovatory  in  character^  cannot  tend 
to  make  a society  different  to  that  which  preceded  it. 

It  fo  lows  from  this  that  an  innovatory  proposal— one  on 
u fKVfthodox  lines — should  commend  itself  to  jniblic  attention 
because  i1  contains  the  chief  essential  of  a true  progressive  step. 
Curiously  enough,  however,  such  a proposal  is  usually  received 
with  suspicion,  raises  prejudice  and  perhaps  provokes  ridicule  ; 
yet,  if  su(  h an  innovation  is  susceptible  of  adaptation  and  would 
effect  a angible  improvement  in  society,  its  practical  value 
would  soon  assert  itself  and,  as  by  this  it  must  be  eventually 
judged,  il  is  evident  that  though,  in  its  initial  stages,  regarded 
as  a inert  curiosity,  it  must  ulitmately  become  an  indispensable 
social  necessity. 
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CHAPTER  VII. 

Economics  of  Collectivist  Industrial  Tendencies. 

Reference  has  already  been  made  to  the  fact  that  certain 
pronounced  industrial  tendencies  towards  public  control  lend 
themselves  peculiarly  to  the  idea  of  evolution  in  the  sense  that 
they  bear  the  aspect  of  a quite  natural  process  of  transition 
from  private,  or  individualist,  ownership  to  collective  ownership 
of  industry  and,  therefore,  to  that  ideal  industrial  condition 
associated,  as  a main  feature,  with  the  popular  conception  of 
socialism. 

The  apparent  simplicity  of  this  assumed  transitional  pro- 
cess invests  this  particular  socialist  doctrine  with  great  plausi- 
bility, to  which  is  to  be  attributed  no  small  share  of  the  success 
achieved  by  socialist  propaganda.  The  numerous  activities 
of  Municipal,  and  other  public,  bodies  have  been  held  up  to 
popular  view  as  practical  examples  of  the  ownership  and  manage- 
ment of  industries  and  public  services  by  the  people  themselves. 
The  extension  of  this  process  to  take  in  all  industry,  so  bringing 
the  w'hole  industrial  system  under  the  control  of  the  people, 
to  be  organized  in  their  own  interest  instead  of  in  the  interest 
of  a capitalist  class,  is  an  ideal  which  appears  superficially, 
not  only  moderate,  intelligible  and  feasible,  but  in  actual  course 
of  development.  This  tendency  is  regarded  by  many  socialists 
as  a certain  indication  of  the  true  course  of  transition  from 
individualism  to  socialism.  It  also  appeals  to  many  others 
wdio  do  not  claim  to  be  socialists,  and  quite  apart  from  the 
collectivist  idea,  as  a reasonably  clear  indication  of  the  course 
of  future  social  development,  and  influences  political  action 
accordingly.  This  collectivist  tendency  comes,  therefore,  to 
be  vaguely  associated  in  the  popular  mind  with  social  evolution. 

The  evolutionary  theory  does  not,  we  may  again  affirm, 
countenance  such  an  attitude  towards  social  tendencies  in  any 
direction,  because  the  evolutionary  process  is  an  unconscious 
one,  and  it  follow^s,  by  analogy,  that  the  delusive  expenditure 
of  the  mental  and  physical  energy  of  the  human  re.ee  on  social 
developments  dictated  by  mere  tendencies,  instead  of  to  the 
quest  and  adaptation  of  innovations  and  improvements  ir- 
respective of  existing  tendencies  or  future  ideals,  is  a diversion 
from  the  true  path  of  progress  which  amounts  to  a postpone- 
ment of  those  fundamental  changes  that  really  produce  a society 
different  from  that  wffiich  has  gone  before. 

In  view  of  the  protracted  human  suffering  that  must  con- 
tinue to  attend  economic  changes  wffiich  do  not  appreciably 
modify  the  industrial  system  itself,  the  necessity  of  distinguish- 
ing between  the  true  and  the  apparent  issue  of  these  tendencies 
is  one  that  should  deeply  concern  all  engaged  in  the  work  of 
social  and  industrial  reform.  To  this  end  the  followinc^  brief 
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o])servations  on  the  economic  phase  of  these  collectivist  ten- 
dencies a i-e  made  as  suggestive  of  the  line  of  reasoning  prompted 
hv  the  r articular  view  of  the  industrial  system  here  developed. 
Blind  opression  of  demand  and  the  consequent  unregulated 
action  o ’ economic  forces,  producing  the  speculative  element 
in  indus  rv  with  its  concomitant  industrial  competition,  has 
formed,  ind  still  forms,  the  character  of  the  social  environnmnt 
in  whicl  these  tendencies  have  germinated  and  grown,  ihe 
modifica  ions  initiating  the  processes,  by  which  public  control 
has  coniM  to  be  so  intimately  associated  with  present-day  social 
institutions,  were  not  introduced  with  the  definite  purpose  of 
re"ulatii  g economic  forces  or  radically  changing  the  competitive 
system,  Jilt  because  greater  efficiency  in  certain  industries  that 
had  thei  developed  was  obtainable  from  the  competitive  system 
itself  h\  the  method  of  public  control.  Th«3se  modifications 
were  tl  erefore,  mere  adaptations  of  the  varying  institutions 
and ’indistries,  inevitably  arising  from  the  progressive  force 
in  huma  i nature,  to  the  competitive  principle  in  industry. 

It  may  be  granted  at  once  that  the  actual  management 
of  a municipal,  or  other  publicly  owned,  enterprise  may  be  as 
efficient  as  a similar  enterprise  under  private  ownership  ; either 
undertaldng  may,  in  fact,  be  well  managed  or  mismanaged 
accordiro-  to  the  capabilities  of  those  entrusted  with  these 
functions.  The  transference  of,  say,  a Gas  WoiLs  frorn  a private 
compan  / to  a Municipality  does  not  eliminate  the  profit-making 
element'  for,  although  somewhat  less  uncertainty  may  surround 
the  operations  of  the  municipalized  industry  than  normally 
exists  ill  the  conduct  of  businesses  generally,  the  public  whom 
it  supplies  and  from  whom  it  obtains  its  labour  and  material 
is  wholy  subject  to  competitive  influences  jffiectmg,  m some 
degree  every  transaction  of  the  public  undertaking.  While, 
therefor  3,  public  considerations  may  largely  influence  the  manage- 
ment the  prevailing  industrial  uncertainties  prescribe,  m the 
main'  ihe  conditions  under  which  the  business  is  run  ; the 
incoine  of  the  municipal  gas  undertaking  must  be  made  to 
exceed  the  expenditure,  or  show  a profit,  just  as  in  prn^ate 
industr”  and  the  realization  of  these  municipal  profits  is  often 
recrarde'  I,  even  by  socialists  whose  ideal  is  of  a non-profit-making 
system  of  industry,  as  demonstrating  the  success  of  municipal 
enteiqif  se,  thus  estimating  success  by  the  standard  applicable 

to  com]  >etitive  industry.  _ . , . j 

Uirler  good  management,  too,  a municipalized  industry 
can  be  nade  to  .supply  a better  article  at  a loiver  price  than  was 
formed  r the  case  under  private  enterprise.  This  fact  is  one 
which  .o  many  socialists,  opens  up  a vista  of  collectivist  wealth 
distribition  that  is  exceedingly  fascinating  m its  apparent 
simplic;  ty.  If  a better  quality  of  gas  at  a lower  rate  per  thousand 
call  be  mpplied  by  the  process  of  municipalization,  the  extension 
of  this  ]nocess,  it  is  argued,  to  embrace  more  and  more  of  the 
necessaries  and  conveniences  of  life,  will  prc»ve  of  incalculable 
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benefit  to  the  public,  and  e.specially  to  the  w'orking  class.  The 
leduction  in  the  co.st  of  food,  clothing  and  other  commodities 
supplied  by  the  municipality,  would  apparently  be  equivalent 
to  an  increase  of  wages  to  a similar  extent,  and,  therefore,  of 
a more  equitable  distribution  of  wealth.  The  oversight  in  this 
case  is  that  along  with  this  process  of  lowering  the  cost  of  li\’ing 
there  still  operates  that  competitive  principle  in  general  industry 
which  tends  to  drive  down  wages  to  the  reduced  cost  of  living  ; 
any  benefits  secured  are  thus  neutralized  as  fast  as  they  are 
obtained,  by  the  incessant  action  of  economic  forces  producing 
readjustments  consequent  on  the  new  economic  variations. 
There  is,  of  course,  nothing  mysterious  in  this  process,  and  the 
same  view  may  be  expressed  by  saying  that  the  cheapening 
of  food,  and  other  necessaries,  releases  money  hitherto  spent 
in  such  commodities  for  expenditure  in  other  directions,  the 
effect  of  which  is,  in  the  aggregate,  to  cause  far-reaching  fluc- 
tuations in  trade  and  in  labour  that  can  only  be  adjusted  by 
the  competitive  method  upon  which  the  whole  industrial  system 
is  unconscioitsly  reared. 

I’kis  tendency,  where  it  exists,  of  municipalized  industry 
to  result  in  greater  efficiency  is  analogous,  in  its  general  effects, 
to  the  efficiency  aiising  from  the  substitution  of  a policy  of 
free  trade  for  that  of  protection,  or  from  the  introduction  of 
labour-saving  machinery,  which  both  tend  to  expand  indu.stry 
without  affecting  the  competitive  principle  on  which  the  products 
of  industry  are  distributed,  leaving,  as  we  too  well  know,  the 
extremes  of  wealth  and  povei’ty  an  even  greater  contrast. 

The  remission  of  import  duties  resulting  in  a lowering  of 
prices  is  not  a permanent  reduction  in  the  cost  of  living  as 
compared  wth  earning  power,  for  adjustments  are  ever  in  process 
altering  the  ratios,  so  that  wages  always  tend  to  a normal  mini- 
mum. Then  the  cheapened  production,  although  it  utidoubtedly 
benefits  the  community,  does  so  only  in  the  proportion  that 
the  competitive  system  will  permit,  and  there  is  no  direct  con- 
nexion betw'een  the  labour-saving  efficiency  of  the  machine  and 
a general  reduction  in  labour  effort  that  ought  logicall}"  to 
follow  its  adoption  ; but  on  the  other  hand,  and  in  spite  of 
all  thi.s  extra  efficiency,  there  is  a j)ersistent  tendency  for  w^ages 
to  oscillate  about  the  level  of  subsistence.  The  parasitic  in- 
dustries, trades  and  professions,  naturally  consume  a very 
large  portion  of  all  extra  efficiency,  and,  as  the  process  of 
municipalization  does  not  introduce  any  device  for  a modifica- 
tion of  the  competitive  principle  or  the  control  of  economic 
forces,  a radical  change  in  the  general  features  of  the  industrial 
sy.stem  is,  on  the  face  of  it,  not  to  be  expected  from  the  particular 
species  of  collectivism  here  in  ]-eview. 

A feature,  in  connexion  with  this  process  of  municipalization, 
which  probably  a])pears  to  many  socialists  and  others  as  an 
actual  modification  of  the  competitive  principle,  is  that  public 
authorities  not  only  have  the  power  but,  in  many  cases,  also 
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the  wil.  to  increase  the  wages,  shorten  the  hours,  and  generally 
iinprov3  the  conditions  of  their  emploj-ees.  There  seem  to  be 
two  m )tives  prompting  this  course.  In  the  first  place  it  is 
ai'cnied  that  public  authorities  may,  in  this  way,  set  an  example 
to*^privde  employers.  The  idea  that  municipalities  may  become 
model  unployers  whose  lead,  in  these  matters,  will  be  followed 
(perha-jis  with  the  spur  of  public  opinion)  by  private  employers 
seems  o rest  on  the  assumption  that  the  dictates  of  the  public 
conscience  are  more  powerful  than  the  dictates  of  the  economic 
forces  ;pringing  from  the  same  source  and  by  which  employers 
are  bound.  This  fallacy  is  another  indication  of  that  unreason- 
able altitude  towards  economic  questions  Avhich  implies  that 
the  economic  demands  of  the  public,  and  the  products  of  industry 
resulting  therefrom,  may  be  varied  by  some  form  of  public  edict 
apart  from  the  organization  of  Industry.  Were  it  possible 
for  pr  vate  employers  generally  to  conduct  their  businesses 
successfully  by  adopting  such  model  conditions,  they  could  as 
easily  adopt  any  standard  of  working  conditions  that  might 
be  prescribed  by  Act  of  Parliament,  and  the  solution  of  the 
industi  ial  problem  would  be  very  simple. 

In  the  second  place  this  well-marked  tendency  to  improve 
the  conditions  of  public  employees  is,  no  doubt,  in  the  socialist 
mind  ,he  obvious  consequence  of  public  ownership,  for  when 
the  Stite  (which  is  the  people)  owns  the  means  of  production 
it  must}  also  fix  the  remuneration  and  working  condition  of  the 
people  ; thus  the  process  of  municipalization  appears  ^ to  be 
gradually  transforming  the  competitive  system  with  its  ill-paid 
labour  into  a co-operative  or  socialist  system  with  well  paid 
labour  This  theory  also  persistently  ignores  the  uncontrolled 
action  of  economic  forces.  It  is  to  be  observed  that  the  gradual 
raising  of  the  municipal  employee’s  wage  and  standard  of  working 
conditions  above  those  ruling  for  similar  occupations  in  private 
indust  y is  not  regulated  by  such  an  essentially  different  in- 
dustrini  standard  of  exchange  as  is  implied  in  the  distinction 
betwee  n a competitive  and  a co-operative  system  of  industry, 
or  bet  .veen  an  individualist  and  a socialist  social  regime.  The 
notion  that  the  co-operative  principle  is  being  put  into  actual 
operat-on  and  will  eventually  supplant  the  competitive,  along 
with  the  complete  displacement  of  private  industry  by  public 
ownership,  is  no  doubt  at  the  bottom  of  the  socialist  faith  in 
this  p]  ocess. 

A:  whatever  stage  the  divergence  between  the  wage  of 
the  State  employee  and  that  of  the  worker  in  private  industry 

I takes  fiace,  the  wage  of  the  former  is  based  mainly  on  the  wage 

ruling  in  private  industry,  which  serves  as  the  point  of  departure 
and  is  fixed  by  competition  ; the  application  of  the  principle 
ut  CO- operation  would  necessitate  the  institution  of  a system 
of  ren  iineration  by  an  entirely  new  standard  based |on  mutual 
excliai  ges,  and  this  is  altogether  absent.  The  difference  in  the 
waee  of  the  two  clas.sos  of  workers  is,  thus,  merely  the  result 


of  a liberality  with  public  money  prompted  by  public  sentiment, 
just  as  a philanthropically  inclined  ]uivate  employer,  with  a 
sufficiently  long  purse,  might  remunerate  his  workpeoj)le  with 
a wage  above  the  market  rate. 

The  same  end  might  be  attained  by  adopting  a method 
niore  closely  identified  with  the  true  economic  nature  of  the 
higher  rate  received  by  public  employees  ; thus  it  would  be 
possible  to  pay  them  the  market  rate  of  wages  allowing  them, 
out  of  a fund  raised  by  taxation  or  rating,  the  difference  between 
this  market  rate  and  the  rate  fixed  by  public  sentiment.  It 
would,  of  course,  be  equally  possible  to  pay  from  the  same  fund 
the  same  allowance  in  aid  of  wages  to  those  not  employed  by 
the  public  authorities,  but  this  would  be  regarded  as  a per- 
nicious principle,  and  would,  at  any  rate,  neutralize  the  ad- 
vantage to  the  public  employees.  In  the  working  of  the  muni- 
cipal industries  the  extra  wage  paid  to  public  employees  has 
to  be  gathered  from  the  public  just  as  surely  as  though  a special 
rate  or  tax  were  imposed  for  the  purpose  and,  unless  the  public 
generally  can  share  the  same  advantage,  it  is  obviously  another 
case  of  one  section  of  the  community  benefiting  at  the  expense 
of  another.  This  is  a characteristic  of  the  competitive  system 
and  altogether  at  variance  with  the  principle  of  co-operation 
and,  therefore,  of  socialism. 

Although  profit-making  is  the  direct  antithesis  of  the 
industrial  co-operation  contemplated  by  socialists  generally, 
great  importance  is  attached,  by  large  sections  of  socialists  as 
well  as  by  those  who  do  not  profess  to  be  socialists,  to  the  profits 
which  flow  from  municipal  or  other  public  enterprises  into  the 
public  Exchequer,  or,  as  it  is  so  often  euphemistically  expressed, 
the  “ pocket  of  the  community  ” ; and  this  in  spite  of  the 
knowledge  that  large  sums  have  for  years  been  received  from 
this  source  by  piiblic  bodies  and  applied,  in  various  ways,  to 
public  ” uses  without  any  tendency  asserting  itself  to  redress 
industrial  inequalities.  The  disposal  of  the  profits  arising  from 
municipal  industries  is,  of  course,  made  under  a competitive 
, regime  and,  whatever  the  intention  may  be  in  selecting  the 
particular  channels  for  distribution,  economic  forces,  knowing 
no  sentiment,  adjust  the  ultimate  results  in  accordance  with 
the  competitive  principle. 

The  profits  of  a particular  municipal  enterprise  may  be 
applied  to  a reduction  of  the  rates,  to  a reduction  in  the^cost 
of  the  product  supplied  or  services  rendered,  or  to  the  financing 
of  ameliorative  schemes  intended,  in  some  way,  to  mitigate  the 
hardships  of  the  very  system  under  which  these  profits  are  made. 

When  municipal  profits  are  applied  to  the  reduction  of 
the  rates,  the  individual  member  of  the  municipal  “ community  ” 
benefits  only  in  proportion  to  his  assessment  ; and  even  this  is 
a temporary  advantage  whicli  will  be  eveiitiially  readjusted  ))v 
^ the  action  of  economic  forces.  Of  whatever  financial  advantage 
accrues  from  a reduction  of  the  rates,  the  great  industrial 
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compa  lies  and  large  ratepayers  reap  the  lions  share;  the 
middle  classes  gain  much  less  ; and  the  share  of  the  working 
man,  vhere  assessed,  is  an  ahiiost  negligihle  amount,  whilst 
those  1 nassessed  reap  no  direct  advantage.  'Jlie  phrase  “ pocket 
of  the  comiimiiity,”  Avhich  seems  to  convey  to  many  peoi)le 
the  idea  that,  as  members  of  the  same  commimity,  they  have 
obviously  an  equal  right  to  the  contents  of  its  pocket,  will  be 
seen  t ) harbour  a fascinating  illusion,  and  that  under  a com- 
petitiv  3 regime  the  rights  of  the  individual  members  of  a 
municipality  bear  no  greater  semblance  of  equalit}^  than  exists 
in  indi  stry  generally.  The  diversion  of  wealth  into  the  pocket 
of  the  community  ” may  thus  mean  no  more  than  much  to  the 
few  an  .1  little  or  nothing  to  the  many. 

Tiiough  a reduction  in  the  rates  is  felt  by  the  larger  rate- 
payers as  an  immediate  gain,  the  more  so  if  unexpected,  the 
play  cf  economic  forces,  as  already  intimated,  soon  readjusts 
econoi  lie  relationships  to  normal  ratios.  The  rates  form  an 
item  cf  expense  which  every  business  man  must  include  in  his 
workii.g  cost,  and  to  which  those  not  engaged,  as  capitalists, 
in  business  must  give  due  consideration  in  their  cost  of  living. 
As  th<!  rates  are  included  in  the  cost  of  pioduction  of  all  in- 
dustries, the  employer  seeking  to  recoup  himself  in  the  price 
of  the  product,  the  burden  of  the  rates  does  not  fall  upon  the 
emplo /er  but  is  diffused  throughout  the  community.  A general 
reduction  of  the  rates  naturally  reduces  the  cost  of  production, 
and  competition  tends  to  reduce  the  price  of  the  product  in  a 
siniila  ■ proportion.  The  reduced  cost  of  production  may  attract 
more  industries  and,  therefore,  more  workpeople^  to  compete 
amoiq  st  themselves  with  the  result  of  the  driving  down  of 
wages  to  the  new  level  of  subsistence.  No  permanent  gain, 
in  the  sense  of  a more  equitable  distribution  of  wealth,  is  to  be 
expeded  from  this  method  of  applying  the  profits  of  public 
trading,  and  the  little  direct  benefit  a working-man  might 
recciv3  by  the  division  of  profits  through  tlie  rates  woidd  soon 
be  tal  en  from  him  by  industrial  competition 

li  the  profits  are  applied  to  a reduction  in  the  cost  of  the 
produ 't  or  the  charge  for  the  services  supplied,  which  so  many 
peoph  seem  to  regard  as  a clear  gain  to  the  public,  it  is  evident 
that  c corresponding  reduction  in  the  cost  of  living  is  the  con- 
sequence, and  that  competition  amongst  the  workers  will  in- 
evitally  deprive  them  of  any  little  resulting  advantage  by 
diiving  down  wages  as  the  cost  of  living  de<Teases.  A low  cost 
of  living  which  means  a low  cost  of  production  tends,  as  already 
statec  , to  attract  industry  which  may  be  reckoned  a benefit 
to  thr  particular  community,  though  probably  at  the  expense 
of  SOI  le  other  community,  in  the  sense  that  it  provides  greater 
scope  for  industrial  activities  and  greater  national  wealtb,  but 
not  in  the  sense  that  it  produces  or  tends  to  produce  a more 
equitable  distribution  of  wealth. 
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111  the  case  of  the  application  of  jirolits  to  the  financing 
of  schemes  intended  to  alleviate  tlie  hardships  of  the  present 
conqietitive  system,  this  is  only  another  form  of  public  charity 
which,  as  we  have  endeavoured  to  show,  offers  no  hope  of  any 
radical  change. 

Lastl^^,  we  must  not  overlook  the  fact  tliat  the  capital 
for  the  financing  of  these  municipal  enterprises  is  usually 
borrowed  from  private  industry  and  must  be  repaid  within 
a certain  number  of  years  with  interest.  This  capital  being 
in  this  way  reinvested  in  private  industr}%  with  the  advantage 
of  a lower  cost  of  living  and  possibly  lower  rates,  will  tend  to 
expand  private  industiy  at  an  even  more  rapid  rate.  The 
idea  entertained  by  manj^  advocates  of  this  species  of  socialism 
is  that  each  industrj^  municipalized  or  nationalized  limits,  by 
so  much,  the  scope  for  private  industry  and  that,  eventually, 
all  industry  will  be  under  public  control.  It  would  seem, 
however,  both  from  theory'  and  experience,  that  the  very  opposite 
is  the  case,  and  that  successful  municipal  enterprise,  by  increasing 
the  general  efficiency  of  the  industrial  system,  tends  to  expand 
i^rivate  industry. 

Viewing  economic  action  in  detail  on  the  lines  here  in- 
dicated, it  must  be  clear  that,  so  far  as  one  isolated  munici- 
palized industry  is  concerned,  its  ultimate  effect  on  the  whole 
industrial  system,  after  it  has  been  thoroughly  assimilated 
and  the  economic  disturbances  have  subsided,  is  absolutely 
nothing.  Notwithstanding  this,  how'ever,  and  the  unmistakable 
fact  that  the  same  fringe  of  poverty  and  the  same  industrial 
features  generally  persistently  follow  progress  in  the  direction 
of  this  form  of  collectivism,  such  blind  faith  seems  to  be  placed 
in  the  ultimate  efficacy  of  the  process  as  to  hide  the  stern  truth 
that,  if  one  industry  produce  nothing,  tw'o  industries  will  produce 
twice  nothing,  and  that  several  industries  municipalized,  either 
simultaneously  or  one  after  another,  will  produce  several  times 
nothing — ^that  is  to  say,  nothing  of  a radical  nature  that  tends 
to  redress  the  inequalities  of  wealth. 

It  is  probable  that  the  conspicuous  tendency  to  raise  the 
standard  of  wages  and  w'orking  conditions  of  public  employees 
out-wmghs  all  other  considerations,  in  the  opinion  of  many 
advocates  of  municipalization,  the  possibility  of  another  section 
of  the  community  having  to  suffer  for  it  being  completely  ignored. 
The  open  competitive  system  produces,  as  is  well  known, 
wealthy  and  privileged  classes  of  varying  degree,  but  one  never 
hears  the  argument  that  the  continuous  operation  and  intensi- 
fication of  that  system  will  result  in  eventually  extending  these 
privileges  and  benefits  to  the  whole  community  and  so  eliminate 
poverty.  The  belief  that  the  process  of  gradual  collective 
ownership  will  eventually  raise  the  whole  working-class  in  the 
economic  scale  seems  to  rest,  as  already  suggested,  on  t'le 
fallacy  that  the  principle  of  co-operation  is  being  applied  lu 
industry,  in  such  a form  as  to  gradually  supplant  the  principle 
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of  com  Jctitioii ; but  the  considerations  here  advanced  show  that, 
thoupdi  public  ownership  may  greatly  extend,  the  fact  of  its 
depencence  on  competitive  industry  makes  it  obvious 
it  can  never  extend  so  far  as  to  take  in  all  industry.  The 
extens  on,  therefore,  of  public  ownership  on  these  lines  will 
find  its  limit  in  an  economic  cul-de-sac. 

P]  ivileged  classes  being  the  natural  consequence  of  com- 
petitive industry,  the  creation  of  the  particular  form  of  privilege 
associited  with  public  employments  may,  e.ven  from  a super- 
ficial iew,  be  regarded  as  evidence  of  competitive,  rather  than 
co-ope  :ative,  action  ; the  closer  examination  of  the  subject 
will  n(  >t  only  confirm  this  but  also  exhibit  tliis  tendency  as  one  , 

of  pec  iliar  menace  to  social  progress. 

Ii  judging  of  the  effects  of  the  general  tendency  to  raise 
the  stindard  of  working  conditions  for  public  employe^,  vve 
must  Dear  in  mind  that  it  is  the  same  human  nature  that  is 
being  dealt  with,  and  that  the  benefits  which  come  to  tlmse 
privdkged  to  be  employed  by  a municipality  or  other  public 
body  ire  accepted  in  exactly  the  same  spirit  as  any  other  form 
of  bei  efit  in  private  industry  ; however  di.s posed  an  individual 
may  I e to  extend  the  same  benefits  to  others,  he  has  as  little 
pow’er  of  doing  so  as  he  had  when  employed  in  private  industry , 
and  h(  must,  perforce,  resort  to  the  methods  of  private  industry 
to  couserv^e  his  present,  and  strive  for  further  gains.  We 
thus  lave  combinations  of  municipal  and  public  employees 
of  which  the  objects  are  identical  with  those  of  trade  unions  in 
priv'at3  industry.  Between  private  and  public  industry,  how- 
ever, there  is  this  difference  in  regard  to  union  action,  that 
whereas  the  class  of  private  employers  are  little  influenced, 
in  pol  cy,  by  public  sentiment,  and  not  at  all  in  personnel,  the 
whole  policy  of  a public  authority  may  be  influenced  by  public 
opinio  1 and  the  personnel  of  these  bodies  may  be  so  varied  j 

from  ime  to  time,  largely  by  the  influeiKie  of  these  unions,  J 

as  to  deliberately  carry  out  the  policy  dictated  by  public  opinion,  i 

whether  right  or  wrong.  The  attainment  of  higher  vvages 

naturj.lly  forms  a prominent  object  of  union  effort,  and  little  ^ 

imagi:  lation  is  required  to  foresee  a more  jironounced  tendency 
in  thi ; direction  with  the  spread  of  public  employments  and  the 
activi  y of  these  unions  in  moulding  jiublic  opinion.  Bearmg 
in  mind,  then,  that  the  iirocess  of  gradual  municipalization 
must  terminate  in  an  economic  cul-de-sac  under  any  ciicuni- 
stancrs,  we  are  faced  with  the  much  greater  menace  of  a vast 
body  of  privileged  labour  permanently  inteiposed  between 
the  vary  rich  and  the  v^'ery  poor.  Under  such  conditions  the 
position  of  the  unprivileged  and  v^ery  p(>or  would  be  one  of 
great  servility,  the  burden  of  w'hich  might  possibly  not  be  re- 
moval without  a physical  force  revolution. 

ut  is,  of  course,  more  than  probable  that  long  before  this 
extre  ne  state  of  society  could  actually  come  into  existence 
expe  ience  would  prove  the  unsoundness  of  the  economic  theory 
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upon  which  the  expected  transformation  is  based  and  new 
policies  and  measures  inaugurated.  It  is  well,  however,  to 
reflect  that  concurrently  with  the  economic  tendency  here  dis- 
cussed, complemental  social  tendencies  are  adapting  social 
institutions,  relationships,  and  conventionalities,  in  conformity 
with  the  economic  conditions  created,  and  that,  therefore,  any 
new  policy  of  reform  that  might  afterw'ards  obtain  a hold  on 
public  opinion  would  have  an  infinitely  more  formidable  airay 
of  vested  interests  with  which  it  would  have  to  contend,  thus 
seriously  retarding  the  true  reform. 

Daily  experience  of  the  officialism  engendered  by  the  pro- 
cess of  gradual  public  ownership  under  the  competitive  regime, 
even  so  far  as  it  has  gone,  furnishes  sufficient  evidence  that  the 
power  (inherent  in  this  regime)  of  the  economically  strong  to 
oppress,  consciously  or  unconscious^,  the  economically  weuk 
is  by  no  means  eradicated,  but  merely  modified  in  its  method 
of  expression ; this  modification  ma}^  and  probably  does, 
conduce  to  a state  of  society  in  w'hich  this  power  of  classes  over 
masses  is  greatly  accentuated. 

Those  wLo  have  had  the  opportunity  of,  or  the  necessity 
for,  a more  intimate  knowledge  of  the  w'ays  of  local  governing 
bodies  and  their  multitudinous  committees  and  officials  can 
scarcely  fail  to  be  impressed  with  the  absolute  inevitableness  of 
the  tendency.  The  same  springs  actuate,  and  the  same  morals 
regulate,  business  transactions  in  both  private  and  public  in- 
dustry ; w^e  find,  therefore,  that  the  individuals  composing  the 
public  authorities,  whatever  pow'ers  they  may  possess  in  theory, 
are  in  practice  restricted  mainly  to  conventional  methods,  any 
departure  from  an  established  course  being,  as  a nde,  the  result 
of  a more  or  less  definite  agitation.  Thus  we  find  in  public 
bodies,  even  where  they  possess  full  powers,  no  greater  dis- 
position to  execute  social  righteousness  and  justice  than  is  to 
be  found  in  the  open  competitive  system.  The  interests  of 
self  and  one’s  friends  influence  the  action  of  members  of  public 


bodies  just  as  they  do  in  private  industr}".  It  is  not  an  un- 
common remark  to  hear,  nowadays,  in  reference  to  private 
industry,  that  unless  a person  has  “ influence  ” at  his  back  it 
is  most  difficult  to  make  much  headway  ; and  this  same  species 
of  “ influence  ” finds  simikir  scope  on  public  bodies,  w'hose 
members  may  use  the  influence  and  adA'antage  these  positions 
give  them  to  obtain,  for  their  friends  or  their  owm  families, 
lucrative  posts  or  other  smaller  favours  at  the  disposal  of  the 
committees  upon  wliich  they  sit.  Although  this  influence 
may  be  exerted  with  the  best  of  intentions  towards  friends,  it 
nevertheless  bears  unjustly  upon  the  general  public,  whose 
interests,  rather  than  their  own,  public  representatives  are 
supposed  to  protect.  It  can  easily  be  imagined,  moreover, 
that,  as  one  good  turn  deserves  another,  this  particnlar  form 
of  influence  must  necessarily  assume  a mutual  as])ect  and,  in 
this  w^ay,  without  any  definitely  formed  clique,  the  rights  of 
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the  geii'^ral  public  tend  tu  disai>peu.r  before  the  ever  increasing 
mass  of  interests  centring  around  the  public  authority.  The 
frequen  remark  that  “ unless  you  have  friends  on  the  committee 
you  stand  little  chance  ” is  an  indication  of  tlie  pi’evalence  and 
subtlet}  of  this  comparatively  mild  influeiue  which  may  be 
exercise  I quite  unconsciously  by  those  having,  in  other  respects, 
high  public  ideals,  and  a high  sense  of  public  morality  ; but 
the  fad  that  it  is  not  so  easily  discernible  from  the  grosser 
forms  makes  it  all  the  more  effective  as  a means  of  creating 
and  peipetuating  the  conditions  of  privilege.  It  is,  perhaps, 
unneces:;ary  to  refer  to  the  more  extreme  forms  of  self-interest 
in  which  men  occupy  these  public  positions  with  the  deliberate 
object  cf  using  their  public  trust  for  the  furtherance  of  their 
own  pri  /ate  ends  ; but  they  are,  nevertheless,  plain  indications 
that  th  i self-interest  inherent  in  competiti\e  industry  finds 
means  of  expression  even  under  public  ownership. 

Anc.  finally  we  have,  in  the  indefinite  extension  of  public 
ownersh  p under  the  competitive  regime,  a tendency  for  local 
govcrnnent  which  is,  in  theory,  centralized  and  particularly 
sensitive  to  the  intelligently  directed  will  of  the  people,  to 
revert  to  the  conditions  prevailing  in  the  open  competitive 
system.  Members  of  different  committees  of  the  same  bod}^ 
cannot  ]»ossibl3^  have  the  same  knowledge  of  the  details  of  other 
departments  as  they  have  of  their  own  and,  as  a matter  of  fact, 
the  men  hers  of  one  committee  of  the  same  dejDartment  of  ad- 
ministration maj^  be  absolutely  ignorant  of  what  is  done  by 
another  committee,  and  there  is  the  tendency  for  members  of  a 
public  b jdy  to  accejit  the  authority  of  the  committees  on  matters 
with  wi  ich  they  are  specially  concerned.  AVith  the  gradual 
extensio  1 of  public  ownership,  and  the  consequent  great  mul- 
tiplication of  committees  and  officials,  it  is  e\ident  that  the 
functions  of  government  must  be  spread  over  a larger  and 
larger  area  involving  an  infinitely  greater  division,  and  de- 
centrali2  ation,  of  functions.  Thus  there  would  eventually  be 
exactly  the  same  necessity  for  public  agitations  to  influence 
the  polioy  of  local  government,  or  secure  the  i-emoval  of  abuses 
in  local ; ^ministration,  as  exists  at  the  present  time  in  regard  to 
national  politics. 

A < ollateral  tendency  leading,  as  many  socialists  think, 
to  tlie  sime  goal  is  the  apparent  concentration  of  capital  into 
fewer  hands  which,  in  the  growdh  of  large  financial  and  in- 
dustrial syndicates,  trusts  and  corporations,  is  a conspicuous 
feature  of  modern  industiy.  The  economic  result  of  this  process 
from  a superficial  point  of  view,  seems  to  be  the  elimination 
of  competition  and  the  creation  of  a concentrated  form  of  in- 
dustry v hich  is  eminently  adapted  for  absorption  by  the  State, 
as  going  concerns,  that  may  be  successfully  assimilated  in  the 
process  of  gradual  transference  to  public  owiiership. 

Mu(  h emphasis  is  laid  on  the  apparent  elimination  of 
competilion  as  a consequence  of  trustifying  industiy.  A trust 


may  annihilate  all  competitors  in  tlie  industrial  struggle  and 
create  for  itself  a virtual  monopoly  ; but  this  should  be  regarded 
rather  as  competition  carried  to  extreme,  for  the  competitive 
element  still  remains  and  wall  reassert  itself  if  anv  other 
opponent  has  the  temerity  to  appear. 

It  is  not  a little  misleading  also  to  conclude  that,  because 
a legally  recognized  corporation  becomes,  by  the  process  of 
absorption  of  smaller  industries,  the  formal  owner  of  a vast 
industry,  there  is  a reduction  in  the  number  of  capitalists. 
Modern  methods  have  made  it  possible,  not  only  to  concentrate 
great  industries  under  a central  management,  but  to  extend 
the  sphere  of  actual  ownership  b}^  the  expedients  of  stocks  and 
shares,  so  that  the  concentration  of  industry  in  the  hands  of 
a smaller  number  of  companies  and  trusts  may  actually  corre- 
spond with  an  extension  of  real  o^vnership.  This  greater  diffu- 
sion of  capital,  tending,  as  it  does  under  competition,  to  increase 
the  pownr  of  vested  interests,  naturally  becomes  a formidable 
obstacle  to  the  actua.1  nationalization  of  these  trusts,  were  this 
expedient  economically  sound  and  beneficial  to  the  masses  ; 
when  it  is  realized  that  the  transference  of  these  industries 
from  their  present  owaiers  to  the  State  confers  no  appreciable 
benefit  on  the  community,  and  amounts  merely  to  the  taking 
from  one  set  of  capitalists  and  giving  to  another  set,  it  can  only 
be  expected  that  this  vested  interest  should  prove  insuperable. 

That  the  nationalization  of  Trusts  and  similar  forms  of 
industry,  instead  of  radicall}^  modifying  the  system,  must  per- 
force result  merely  in  adaptation  to  the  prevailing  industrial 
conditions,  which  are  the  ine^’itable  consequences  of  the  opera- 
tion of  the  competitive  principle,  the  following  brief  considera- 
tions of  the  economic  changes  necessitated  b}'  the  process  will 
perhaps  showa  Even  though  the  State  pa}^  the  holders  of  the 
Trust  Capital  the  value  of  their  holdings,  the  industrial  changes 
consequent  on  the  diversion  of  capital  into  many  new  channels 
w'ould  be  considerable,  and  these  changes,  involving  fluctuations 
in  labour  and  other  conditions,  could  only  terminate  in  a shuffling 
of  existing  economic  and  social  rel?-tionships  ; the  dislocations 
w'oidd,  of  course,  be  much  greater  were  the  State  to  take  over 
the  industries  without  payment.  If,  with  a view  of  diverting 
the  profits  of  the  Trust  into  the  jjocket  of  the  community  and  of 
w’orking  it  generally  in  the  pidjlic  interest,  fundamental  altera- 
tions wnre  n)ade  in  its  management  it  must,  under  the  force  of 
com]ietition,  dissolve  and  clear  the  way  for  the  emergence  and 
development  of  another  trust. 

In  order  to  secure  the  continued  profits  of  the  Trust,  the 
price  of  the  product,  in  which  the  trust  dealt,  W'ould  have  to  be 
maintained  at  its  high  level,  thus  serving  as  a powerful  induce- 
ment for  competitors  to  enter  the  market.  It  would  be  necessary 
therefore,  for  the  State  to  adopt  one  of  tw-o  courses  either  of 
which  would  be  a departure  from  what  is  now  regr«rdcd  a. 
sound  commercial  principles.  The  State  would  have  either  to 
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enter  tt  e industrial  struggle  against  its  new  competitors,  just 
as  the  '[’rust  did,  or  seek  legislative  protection  by  the  creation 
of  a Sta  ;e  monopoly  in  the  article. 

Th(  entering  of  the  State  into  active  competition  with 
individral  members  of  itself — a course  which  could  only  greatly 
intensify  the  industrial  struggle  and  is  diametrically  opposed 
to  socialist  ideals — is  an  expedient  which  is  no  more  likely  to 
commerd  itself  in  the  future  than  it  has  doiu;  in  the  past,  and 
may,  thsrefore,  be  considered  impracticable.  As  to  the  alterna- 
tive of  a State  Monopoly,  it  is  doubtless  possible  that  in  certain 
excepticnal  cases  this  expedient  has  proved  and  may  prove 
beneficial  to  the  community,  but  without  affecting  the  general 
econonic  conditions.  The  systematic  creation  of  monopolies, 
howeve] , to  protect  State  acquired  trusts  opens  up  a new  in- 
dustrial outlook,  and  one  may  naturally  inquire  why,  if  this  is 
a sounc  principle,  should  not  monopolies  be  freely  granted  to 
public  companies  and  trusts  with  a view  to  facilitating  their 
expansion  by  affording  them  the  protection  of  the  law  against 
possible  competitors,  so  obviating  the  needless  struggle  in 
killing  them  by  ordinary  commercial  means  ? Fortunately, 
past  experience  is  a sufficient  warning  against  the  adoption 
of  such  a course. 

Th?  nationalization  of  these  trusts,  one  by  one,  is  in  fact 
a process  closely  analogous,  from  an  economic  point  of  view, 
to  the  municipalization  of  industry,  and  the  same  arguments 
applied  to  the  latter  process  apply  with  the  same  force  to  the 
former.  While  it  may,  apparently,  confer  some  benefits  on  the 
commuiity,  it  does  nothing  to  correct  the  inequality  in  the 
distribi  tion  of  wealth,  does  not  effect  any  fundamental  change 
in  the  ])rinciple  that  regulates  industry,  and  must,  consequently, 
lead  to  an  economic  blind  alley  in  which  the  process  of  national- 
ization can  go  no  further. 

ALhough,  no  doubt,  those  enjoying  the  better  wages  and 
conditions  of  State  employment  would  be  quite  willing  that 
all  woikers  should  attain  a like  standard,  the  fact  that  the  ^ 

system  of  industry,  for  which  they  are  as  responsible  as  others, 
makes  this  impossible,  fosters  that  spirit  of  callous  indifference  \r-- 
to  the  welfare  of  others  which  is  so  familiar  a feature  of  modern 
civilizcition.  Thus,  the  tendency  of  this  process  of  nationaliza- 
tion, as  of  municipalization,  of  industry  is,  by  the  greater  cx- 
tensioi  of  State-paid  labour  and  its  attendant  officialism,  to 
create  such  a barrier  of  privilege  between  the  very  ‘rich  and  the 
very  p3or  as  to  make  the  condition  of  the  latter  one  of  abject 
and  he  peless  slavery. 

A transition  from  economic  powe^  to  military  power  is 
natural  and  easy.  When  we  reflect,  the  efore,  on  the  tendency 
that  s lows  itself  to  link  up  local  and  national  government,  we. 
may  form  some  inadequate  idea  of  the  power  to  which  this  class 
of  privilege  tends,  of  the  utter  helplessness  of  the  lower  classes 
and  the  nature  of  the  revolution  that  would  be  necessary  to 
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secure  their  liberation.  The  prospect  of  a national  militarism 
being  reared  upon  this  economic  foundation  operis  up  a vista 
of  social  conditions  in  which  freedom  and  justice  become  a 

mockery. 

What  has  been  said  of  governmental  participation  in  in- 
dustrial activities  is  not,  of  course,  to  deprecate  all  government 
interference,  but  to  endeavour  to  make  it  clear  that  purely 
economic  consideration,  as  well  as  actual  experience,  show 
that  the  process  by  which  industries  are  actually  acquired  and 
worked  has  no  modifying  effect  on  the  competitive  priirciple, 
and  consequently,  does  nothing  to  mitigate  its  evils  ; rather, 
on  the  other  hand,  does  it  tend  to  an  aggravated  form  of  these 
evils,  thus  producing,  despite  all  appearance  to  the  contrary, 
the  very  opposite  to  the  socialist  ideal.  We  must,  in  fact, 
recognize  the  truth  that  this  process  does  not  contain  any  in- 
novatory departure  by  which  a fundamental  change  is  introduced 
into  the  system  of  industry  itself  and  its  general  effects  must, 
therefore,  remain  the  same.  Thus  a collectivism,  embodying 
the  industrial  equality  contemplated  by  socialism,  cannot 
possibly  evolve  from  competitive  industry  wdthout  a radical 
innovation  by  which  the  competitive  basis  of  industry  is  changed. 


I 


CHAPTER  VIII. 

The  Nature  of  Land  Value. 

lA'ersily  of  opinion  prevails  on  the  (piestion  of  the  land  ; 
».s  come  to  be  regarded  by  a very  large  section  of  the 
an  economic  factor  totally  unlike  any  other  industrial 
id  which  dominates  the  whole  svstom.  Thus,  it  is 
hat  land,  not  being  the  result  of  man’s  labour  or  intellect 
c gift  of  nature  and  limited  in  quantity,  requires  to  be 
h by  distinctive  methods  ; and  these  methods  differ 
ance  vith  the  particular  theories  variously  entertained, 
firm  hold  that  these  latter  conflicting  views  on  the 
dion  have  acquired  is  no  doubt  largely  due  to  the  active 
dism  that  has,  for  the  last  thirty  or  forty  years,  centred 
mainly  through  the  efforts  of  the  advocates  of  the  two 
mderlying  the  proposals  known  as  “ I^and  Nationaliza- 
d the  Single  Tax.”  The  ideas  that  this  land  agitation 
ceded  in  instilling  into  the  public  mind  strongly  in- 
olitical  action  and  create  a political  bias  that  makes 
tial  consideration  of  economic  questions  almost,  if  not 
possible.  Thus  land  is  held  to  be  an  immense  monopoly 
greedy  landowners  not  only  extort  from  human  beings 
Ith  for  the  privilege  of  living,  but  create  for  themselves 
tions  of  privilege  and  power  as  to  be  able  to  tyrannize 
rior  mortals  ; class  antagonism  is  an  inevitable  conse- 
nd  this  naturally  tends  to  aggravate  the  social  evils  that 
3 is  so  anxious  to  mitigate. 

true  bearing  of  the  land  in  its  relation  to  industry  is  a 
therefore,  that  demands  special  notice  from  the  particu- 
of  ^'iew  here  adopted  which  regards  ln-nd  and  its  value 
it,  like  every  other  department  of  industry,  to  the 
L of  blind  economic  forces  set  in  motion  by  our  un- 
expression of  demand. 

then,  with  regard  to  the  question  of  f he  appropriation 
The  requisites  of  production,”  says  J.  S.  Mill,  “ are 
>our  and  appropriate  natural  objects.”  This  statement 
with  which  we  shall  all  agree,  obviously  implies  the 
of  approjiriation  of  “ natural  objects  ” as  a requisite  in 
roduction  ; yet  land-appropriation  has  been,  and  still 
led  as  wrong  in  principle  and  vicious  in  effect.  If  a 
d take  from  the  earth  a very  small  quantity  of  certain 
and,  by  his  own  labour,  fashion  them  into  that  useful 
he  watch,  no  one,  probably,  would  consider  it  un- 
e tlioA  he  should  appro]i]'iate  tlie  “ natural  objects  ” 
his  labour  had  been  expended  and  carry  them  about 
in  his  pocket,  for  the  watch  would,  otherwise,  be  of  no 
ii.  The  minerals  or  metals  might,  whik  being  alisolutely 
and  useless  in  their  crude  state,  become,  through  the 
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embodiment  of  labour  in  them,  of  great  use  to  the  owner  ; and 
one  cannot  conceive  of  a man  thus  applying  his  labour  to  materials 
that  cannot  be  approjiriated. 

It  would  be  just  as  unreasonable  to  expect  a man  to  ap])!}^ 
his  labour  to  the  soil  unless  he  could  appropriate  that  soil  for, 
at  least,  a sufficient  length  of  time  to  enable  him  to  secure  the 
return  to  his  labour.  In  a country,  say,  where  there  are  thou- 
sands of  square  miles  of  good  land  and  only  a score  or  so  of  people, 
the  land  would  possess  no  exchange  value  ; each  individual 
could  select  a patch  to  till,  or  not,  just  as  it  suited  him  and  under 
such  conditions  no  one  member  of  the  community  could  possibly 
entertain  an  idea  that  the  appropriation  of  a plot  of  land  by 
another  was  an  infringement  of  his  own  rights.  In  such  circum- 
stances, the  land  itself  being  valueless,  and  any  other  plot  equally 
suiting  his  purposes,  the  cultivator  would  value  only  the  labour 
applied  to  the  land  and  the  produce  resulting  therefrom  ; the 
appropriation  of  the  land  woiild  thus  be  nothing  more  than  the 
necessary  means  of  appropriating  his  own  labour. 

It  may,  further,  be  assumed  that,  if  this  small  community 
possessed  the  standard  of  morality  and  intelligence  existing  in 
modern  civilization,  the  members  would  respect  each  other’s 
rights  to  the  value  they  severally  created  in  the  soil  bj'  the 
application  of  theii*  labour  ; for  if,  on  the  other  hand,  this  right 
of  appropriation  was  denied  by  the  majority  who  insisted  on 
using  aiy  portion  of  land  to  which  labour  had  been  applied  by 
walking  on  it  while  under  tillage,  damaging  the  crops  in  growth, 
or  even  gathering  the  fruit  without  any  payment,  then  both  the 
application  of  laboar  to,  and  the  appropriation  of,  the  land 
would  be  impossible.  Such  a community  would,  in  fact,  still 
be  in  a state  of  savagery. 

Public  ownership  will  naturally  suggest  itself  as  the  alter- 
native system  of  land  tenure.  In  a primitive  state  of  societj% 
before  either  appropriation  or  industry,  we  have  one  extreme 
phase  of  public  ownership  in  which  each  individual  member  of 
the  society  has  not  only  a theoretically  identical  interest  in  the 
land,  but  a practically  identical  right  to  its  use  according  to  his 
private  inclinations.  The  other  extreme  phase  of  public  owner- 
shi])  would  be  exhibited  by  its  adoption  under  modern  civilized 
conditions  ; while  each  member  would  possess  a theoretically 
identical  interest  in  the  land  each  member  would,  as  far  as  its 
actual  use  is  concerned,  be  exprojiriated — ^no  one  would  ha\'e 
the  right  to  its  unrestricted  use  such  as  existed  in  primitive  times, 
for  the  land  is  appropriated  to  public  use,  and  private  intere.st 
must  always  be  subordinated  to  the  interests  of  the  public  ; only 
those  authorized  would  be  on  the  land.  It  is  lemarkable  with 
what  pride  a Socialist  will  occasionally  refer  to  a public  paik  as 
an  instance  of  the  ownership  bj^  the  pecqile  of  their  own  plea.suie 
grounds,  and  this  notwithstanding  the  conspicuousl}'  careful 
precautions  taken  to  curb  the  ” owners’  ” impulses  to  walk  on 
the  grass  or  to  pluck  a flower.  Public  ownership  is  plainly  not 
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a substi  ute  for  appropri.ation  but  an  extreme  phase  of  it  ; and 
the  justification  for  its  adojition  would  depend  upon  the  particular 
device  I v which  the  interests  of  those  on  the  land  and  those  in 
in<lustr\  were  mutually  adjusted, 

Thh  theoretically  identical  interest  in  the  land  may  be  said 
to  exist  in  all  modern  democratic  communities,  whatever  the 
particul  ir  land  system  in  vogue,  for  all  property  is  held  subject 
to  the  h .ws  of  the  country  and  these  laws  may  be  varied  so  as  to 
change  the  land  system  in  conformity  with  the  wishes  of  the 
jieople.  But  whether  the  appropriation  of  the  land  takes  the 
form  of  private  property  or  public  property  or  a combination 
of  both,  the  people  cannot  possibly  have  “ access  to  the  land  ’’ 
in  its  liberal  sense  ; and,  if  the  phrase  “ access  to  the  land  ’ 
means  merely  access  to  the  products  of  the  land,  this  is  the 
functior  of  industrial  exchange  already  in  operation.  The 
product:;  of  the  land,  as  we  know,  are  diffused,  though  very 
unequal  y,  throughout  the  community  through  the  ordinary 
channel!  of  distribution  and  exchange,  and,  if  those  expropriated 
from  th  ? soil  are  to  receive  due  compensation,  it  resolves  itself 
into  a problem  of  industrial  organization. 

The  appropriation  of  the  land  is,  thus,  in  the  interests  of 
the  con  munity,  because  only  by  such  an  expedient  is  modern 
industry  and  modern  civilization  made  possible. 

Wiih  regard,  in  the  second  place,  to  the  nature  of  rent  and 
the  quedion  of  monopoly,  rent  and  monopoly  are  inextricably 
connect* 'd  in  many  people’s  minds  and  one  cannot  be  conceived 
without  the  other.  The  prevalence  of  the  idea  that  rent  is 
due  to,  n*  at  least,  intimately  associated  with,  monopoly  in  land 
no  doubt  accounts  for  the  attitude  of  those  who  trace  all  our 
social  e''  ils  directly  or  indirectly  to  the  land  system,  which  they, 
therefor  3,  regard  as  the  key  to  the  social  problem.  This  associa- 
tion of  ] nonopoly  with  rent  seems  to  receive,  too,  the  sanction  of 
orthodo  c economists,  although  these  latter,  at  the  same  time, 
propound  the  theory  that  economic  rent  is  du(3  to  the  difference 
in  fertil  ty  and  other  advantages  which  certain  lands  possess  as 
compare  cl  with  other  lands,  regardless  of  the  system  of  land 
tenure.  Thus  Adam  Smith  says  : “ The  rent  of  lancl,  therefore, 
conside/ed  as  the  price  paid  for  the  use  of  the  land  is  naturally 
a mono  loly  price.  It  is  not  at  all  proportioned  to  what  the 
landlord  may  have  laid  out  upon  the  improvement  of  the  land 
or  to  wiat  he  can  afford  to  take  but  to  what  the  farmer  can 
afford  t ) give.”  Nevertheless  he  also  explains,  from  his  point 
of  view  the  causes  of  rent  as  arising  from  general  industrial 
conditio  is.  John  Stuart  Mill,  too,  says  : “ It  is  at  once  evident 
that  reu  t is  the  effect  of  a monopoly  ; though  the  monopoly  is 
a natun.l  one  which  may  be  regulated,  which  may  even  be  held 
as  a tn.st  for  the  community  generally  but  which  cannot  be 
prevent! d from  existing.”  Yet  as  a result  of  his  investigation, 
Mill  cor  eludes  that  “ the  rent  of  all  land  is  measured  by  the 
excess  cf  the  return  to  the  whole  capital  employed  on  it  above 
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what  is  necessary  to  replace  the  capital  with  the  ordinary  rate 
of  profit,  or  in  other  words  above  what  the  same  capital  woidd 
yield  if  it  were  all  employed  in  as  disadvantageous  circumstances 
as  the  least  productive  portions  of  it.” 

From  this  passage  one  would  naturally  conclude  that  Mill 
himself  saw  clearly  enough  that  rent  is  not  a toll  which  a land- 
owner,  as  a monopolist,  may  exact  at  his  pleasure,  but  that  it 
is  the  natural  and  inevitable  creation  of  industry,  is  regulated 
by  the  forces  which  regulate  eveiy  other  domain  of  industry, 
and  would  accrue  under  any  system  of  land  tenure.  If  a land- 
ow’ner  does  not  himself  charge  the  natural,  or  economic,  rent 
to  the  tenant,  the  capitalist  farmer,  the  latter  would  be  by  so 
much  the  gainer  ; this  is  not  eliminating  rent,  it  is  merely 
diverting  it  from  the  pocket  of  one  capitalist  to  that  of  another. 

Such  an  emphatic  statement  of  Mill’s  view,  quoted  above  > 
that  “ rent  is  the  effect  of  a monopoly  ” seems  to  be  peculiarly 
at  variance  with  other  passages  in  his  treatment  of  the  subject. 
Thus  in  dealing  with  ‘ Rent  in  its  Relation  to  Value,’  he  says  : 
“ If  the  portion  of  produce  raised  in  the  most  unfavourable 
circumstances  obtains  a value  proportioned  to  its  cost  of  pro- 
duction, all  the  portions  raised  in  more  favourable  circumstances, 
selling  as  they  must  do  at  the  same  value,  obtain  a value  more 
than  proportioned  to  their  cost  of  production.  Their  value  is 
not,  correctly  speaking,  a scarcity  value,  for  it  is  determined  by 
the  circumstances  of  the  production  of  the  commodity,  and  not 
by  the  degree  of  dearness  necessary  for  keeping  down  the  demand 
to  the  level  of  a limited  supply.”  And  further  ; “ It  was  long 
thought  by  political  economists,  among  the  rest  even  by  Adam 
Smith,  that  the  produce  of  land  is  always  at  a monopoly  value, 
because  (they  said)  in  addition  to  the  ordinary  rate  of  profit,  it 
always  yields  something  further  for  rent.  This  we  now  see  to 
be  erroneous.  A thing  cannot  be  at  a monopoly  value  when 
its  supply  can  be  increased  to  an  indefinite  extent  if  we  are  onl}-^ 
willing  to  incur  the  cost.” 

It  may  be  that  the  word  “ monopoly  ” as  used  in  the  above 
passages  was  intended  to  convey  a somewhat  different  meaning 
to  that  popularly  attached  to  it  now,  but  the  phraseology  em- 
ployed, with  present-day  interpretation,  seems  to  confirm  the 
belief  that  rent  is  in  some  way  the  outcome  of  land  monopoly 
instead  of  a natural  consequence  of  modern  industry.  This 
error,  so  deeply  rooted  in  the  public  mind,  must  necessarily 
have  a mischievous  effect  on  the  progress  of  real  reform. 

With  a view  of  obtaining,  if  possible,  a clearer  conception 
of  the  fact  that  there  is  no  necessary  connection  between  the 
nature  of  rent  and  the  principle  of  monopoly,  let  us  suppose  there 
exists  a small  community  in  which  half  the  population  is  employed 
in  industry  and  the  other  half  on  the  land,  the  latter  forming  a 
belt  of  uniform  fertilitv  around  the  industrial  centre.  Leaving 
the  question  of  ownership  out  edtogether,  it  maj^  be  conceived 
that  by  a system  of  mutual  exchange  each  member  of  the 
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indiis  trial  circle  receives  an  equal  share  of  agricultural  produce  in 
retur  1 for  his  share  of  industrial  produce,  and  that  each^member 
of  th^  agricultural  circle  receives  an  equal  share  of  industrial 
])rotli  ce  in  i-etinn  for  his  share  of  the  produce  of  the  land.  It 
is  ])h  in  that  although  there  is  here  appro] u'iation  of  land  and 
nieaiH  of  production  for  a special  purpose,  there  is  no  monopoly 
becarse  industry  is  organized  so  that  each  member  of  the  com- 
muni  y receives  the  full  reward  of  his  labour.  The  public  wordd, 
broacily  speaking,  be  as  effectually  debarred  from  the  land, 
except  as  workers,  as  they  are  under  modern  industrial  con- 


ditioi  s but,  what  is  infinitely  more  important,  they  would  have 
full  a -cess  to  the  produce  of  the  land,  which  under  modern  con- 
ditiors  they  have  not,  because  industry  is  uot  organized  to  this 
end.  Now  let  us  suppose  that  the  size  of  this  little  community 
is  suddenly  doubled.  Twice  the  number  will  now  be  engaged  in 
i Ildus  ,ry  and  twice  the  number  in  agriculture,  an  outer  belt 
of  Ian  d being  taken  in  to  provide  for  the  increase  in  agricultural 
popul  ition.  If  the  outer  belt  of  land  is  of  the  same  uniform 
fertili  y as  the  inner,  or  first  belt,  the  system  of  exchange  or 
distril  nition  will  not  be  disturbed ; but  if  the  outer  belt  is  inferior  in 
fertility — say  that  it  will,  with  the  same  labour,  produce  only 
two-tliirds  of  the  produce  of  the  inner  belt — then  the  ba.sis  of 
distribution  hitherto  operating  will  not  be  equitable,  for  all  those 
worki  ig  on  the  inferior  belt  of  land,  although  applying  the  same 
average  of  labour  as  other  workers,  can  only  produce  two-thirds 
of  wh  it  the  latter  produce  and,  in  equity,  some  readjustment  of 
distril  aition  must  take  place.  The  only  adjustment  that  will 
satisfy  the  justice  of  the  case  is  the  deduction  from  the  earnings 
of  all  the  other  workers  of  a sufficient  portion  of  their  earnings 
to  make  up  the  difference  between  the  actual  product  of  those 
engag'd  on  the  inferior  land  and  the  general  average.  So  that 
the  difference  between  the  productive  value  of  the  inferior  and 
the  g(  od  land  becomes  a general  charge  on  the  public  through 
the  necessity  of  having  to  resort  to  an  inferior  soil  to  meet  public 
needs,  for  in  reality,  the  taking  of  the  inferior  soil  amounts  to  an 


actual  reduction  in  the  average  per  capita  producing  power  of 
the  community. 


T iere  is,  of  course,  little  likeness  between  the  organization  of 
industry  just  depicted  and  modern  industry;  but  that  rent  is, 
in  medern  industry,  a charge  upon  the  public  is  sufficiently 
obvioi  IS  ; it  is  collected  by  the  farmer  in  the  price  of  his  produce 
to  be  afterwards  paid  over  to  the  landlord.  We  are  not  to 
conclude,  however,  that  the  landlord  thus  monopolizes  what 
ought  to  go  to  the  workers  on  the  poorer  qualities  or  less  advan- 
tageoi  sly  situated  lands.  Broadly  speaking,  and  exceptions 
apart,  a man  cannot  under  our  present  system  monopolize  rent  ; 
if  he  wishes  to  secure  the  ownership  of  a tract  of  rent-bearing 
land,  he  conditions  of  industry  require  him  to  pay  such  a sum 
of  money  for  the  right  to  receive  the  rents  as  virtually  amounts 
to  an  investment  yielding  no  greater  return  than  "a  similar 
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investment  in  any  other  department  of  industry.  That  some 
people  did  not  originally  secure  their  title  to  the  land  by  the 
investment  of  money  does  not  alter  the  fact  any  more  than  the 
gift  to-day  of  landed  estate,  or  of  industrial  property,  would  ; 
in  the  latter  case  our  commercial  instinct  w’ould  instantly 
appraise  the  gift  at  its  commercial  value.  By  whomsoever  the 
land  has  been  held  from  ancient  or  mediaeval  times,  or  by  whatever 
method  the  distribution  originally  took  place,  the  general  course 
and  modern  development  of  industry  cannot  be  said  to  have 
been  appreciably  influenced.  If  the  original  owners  had 
actually  paid  for  their  land  at  their  ancient  values  or  under 
whatever  other  method  of  distribution  of  lands  can  be  conceived, 
values  w'ould  still  have  been  adjusted  on  their  jnesent  basis  just 
as  they  are  in  new  countries  w'here  the  existence  of  an  ancient 
landed  aristocracy  does  not  complicate  the  question,  and  as 
they  would  be  if  the  whole  land  could  for  a moment  be  equally 
divided  amongst  present  members  of  the  community. 

Now  neither  of  the  two  policies  of  land  reform  just  referred 
to  professes  to  aim  at  the  establishment  of  a definite  industrial 
organization  by  w'hich  an  equitable  exchange,  as  betw^een  land 
and  industrjq  may  be  affected  ; they  both  leave  the  speculative 
element  in  industry  and  competition  untouched  from  which  one 
ought  naturally  to  conclude  that  the  general  industrial  conditions 
will  remain  unaltered  even  if  the  reforms  themselves  w'ere  put 
into  force. 

A consideration  of  the  economic  action  of  the  reforms  will 
substantiate  this  conclusion. 


1' 


CHAPTER  IX. 

Policies  of  Land  Reform. 

Havi.'^g  stated  the  economic  considerations  for  rejecting  certain 
popu  ar  conceptions  of  the  nature  of  social  interests  in  land,  it 
rema  us  to  indicate  briefly,  from  the  action  of  the  industrial 
process  itself,  the  general  results  to  be  expected  from  reforms 
instituted  in  pursuance  of  the  two  main  policies  of  land  reform 
and  vhich  are  founded  upon  these  conceptions. 

Nationalization  . 

jand  Nationalization  aims  at  the  extinction  of  all  private 
propi  rty  in  land,  the  State  to  become  the  one  owner.  There  are 
two"  wavs  in  which  the  State  might  deal  with  the  land.  In  the 
first  ilace  it  might  itself  cidtivate  the  land  by  the  employment 
and  lirection  of  the  labour  and  the  sale  of  the  produce  ; this, 
woul  1 be  a step  towards  that  State  Socialism  whch  is  expected 
to  result  from  the  process  of  gradual  Nationalization,  and  this, 
we  have  endeavoured  to  show,  is  a dangerous  tendency  while 
comj  etition  actuates  the  industrial  sj^stem. 

' Chis  form  of  State  control  is  not,  however,  the  most  popular 
one.  The  Nationalization  proposal  of  practical  importance  con- 
templates a landlordship  vested  in  the  State,  'which  would  let  the 
land  on  rental  just  as  present  landlords  do.  In  this  case  the 
Stat(  -tenants  would  be  expected  to  make  the  rent  from  profit- 
maid  iig  pro(;esses,  and,  if  they  failed  to  pay  it,  would  naturally 
be  ti  rned  off  the  land  by  the  State  or  “ the  peopjle.”  The  land 
woiill  thus  lie  still  subject  to  the  blind  action  of  economic 
force  s,  which  fix  its  values  and  determine  its  general  relationships 

with  industiy. 

[t  may  be  contended  that  State  ownership  would  allow 
freer  access  to  the  land  by  offering  facilithis  for  small  holdings, 
and  that,  by  guarding  tenants’  rights  and  bringing  the  results 
of  science  and  experiment  to  the  aid  of  the  tenants  in  the  culti- 
vati(  n of  their  holdings,  much  could  be  doiui  not  only  to  improve 
the  conditions  of  those  actually  on  the  land,  but  to  raise  the 
})rod  activity  of  the  soil,  a fact  which  most  people  seem  to  interpret 
as  an  undoubted  gain  to  the  masses  of  the  people.  It  must  be 
born  3 in  mind,  however,  that  agricultural  produce  cannot  be 
cons  lined  in  unlimited  quantities.  There  is  at  the  present  time 
capa  3ity  to  produce  surficient  foodstuffs  to  meet  the  requirements 
of  tl]  e whole  community,  and,  if  by  a series  of  improvements  this 
capajity  were  doubled  for  the  same  labour  effort,  it  cannot 
serio.isly  be  claimed  that  the  community  would  consume  twice 
as  11  uch  food.  In  such  a case  the  natural  course,  as  a conse- 
quence of  economic  forces,  would  be  that  the  greatly  increased 
1 nod  action  would  lower  prices  to  such  a point  as  to  make  it 
uiipi  ofitable  to  employ  Capital  and  Labour  in  the  jiroducfion  ui 
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food,  so  squeezing  out  of  this  industry  such  a number  of  pro- 
ducers as  to  reduce  the  output  of  foodstuffs  to  correspond  with 
the  demand  expressed  by  the  puichasing  power  of  the  public. 
Thus,  w'hatever  other  indirect  benefit  intensive  culture  or  in- 
creased productivity  may  confer  on  the  public,  it  has  no  tendency 
to  redi-ess  the  inequalities  of  distribution.  Whatever  artificial 
means  are  adopted  for  getting  peojile  “ back  to  the  land,” 
the  public  demand  and  the  action  of  economic  forces  determine 
the  extent  of  land  ultimately  under  cultivation,  reducing  the 
rural  population  to  the  normal  proportion  in  spite  of  these 
artificial  expedients  for  increasing  it.  If  the  productive  power 
of  the  land  of  this  country  were,  by  any  means  whatever,  in- 
creased to  the  extent  of  being  able  to  feed  the  whole  population, 
it  does  not  follow  that  there  would  be  less  poverty.  Produc- 
duction,  increased  to  such  an  extent  at  home,  means  that  less 
would  be  required  from  abroad  and,  as  our  market  would  thus 
be  closed  to  our  wheat -growing  colonies  and  other  food-producing 
countries,  we  might  expect  the  flow  of  emigration  to  turn  back 
to  this  country.  We  could  in  fact,  have  a very  much  greater 
agricultural  population  with  a much  denser  town  population  and 
a correspondingly  increased  congestion  with  more  dire  poverty. 

The  Nationalization  of  the  Land  means,  of  course,  that 
the  rents  would  be  paid  into  the  public  exchequer  instead  of, 
as  now,  into  the  pockets  of  private  individuals.  Although 
some  advocates  of  land  nationalization  would  be  agreeable 
to  the  State  taking  the  land  without  compensation,  the  move- 
ment, as  a whole,  is  actuated  by  moral  principles,  and  would 
buy  out  the  present  land-owning  class  ; and  it  may  be  said, 
therefore,  that  the  present  aim  of  the  movement  is  to  effect 
the  State  purchase  of  the  land.  Whether  the  land  is  taken 
without  payment  or  bought  at  its  full  commercial  value,  the 
economic  system  being  still  actuated  by  the  same  economic 
principles,  must  eventually  readjust  relkionships  in  accord- 
ance w'ith  these  principles.  The  readjustments  of  capital, 
which  would  be  facilitated  by  the  issue  of  government  bonds 
for  the  purpose,  would  probably  cause  the  least  of  any  of  the 
dislocations  consequent  on  the  change.  In  cases  of  existing 
land  mortgages  and  investments  on  the  security  of  rents  for 
various  purposes,  the  government  bonds  would  be  a convenient 
substitute,  and  that  portion  of  rent  w'hich,  under  present  con- 
ditions, is  destined  for  investment  as  capital  w'ould  still  be 
applicable  to  the  same  purpose  by  reason  of  the  caiaitalized 
value  of  the  rent  paid  over  by  the  State.  The  amount  of  that 
jaortion  of  rent  value  which  is  now  consumed  as  luxuries  by 
the  w^ealthy  classes  need  not  necessarily  undergo  any  modifica- 
tion b}^  the  change.  All  these  changes  could  take  place  without 
causing  any  very  appreciable  modification  of  industrial  features. 
Then^as  to  that  jjortion  of  the  rent  that  finds  its  way  into 
the  “ pocket  of  the  community,”  the  incessant  action  of 
competitive  forces  will  determine  the  distribution  of  this  amongst 
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the  individual  members  of  the  community  on  the  lines  of  present 
distrihution— to  the  wealthy  much,  to  the  ])Oor  little  or  nothing 
— foi  the  same  competitive  forces  still  operate.  This  latter 
point  lias  been  dealt  with  already  in  dealing  with  Collectivist 
Tendencies  of  which  Nationalization  is  a phase. 

Thus  tlie  land  may  l)e  nationalized,  Avith  or  without  con- 
fiscal  ion,  the  change  in  the  land  system  making  no  appreciable 
impression  on  industrial  features  because  ihese  are  determined 
by  economic  forces  which  nationalization  cannot  modify.  If 
the  1 uid  w'ere  actually  nationalized,  it  can  scarcely  be  doubted 
that  there  would,  under  the  influence  of  competitive  forces, 
soon  assert  itself  a tendency  to  a reaersion  to  present  condi- 
tions. Present  economic  forces  w'ould  regmlate  the  extent  of 
land  in  cultivation  or  put  to  other  uses,  the  general  proportions 
of  ii  diustry  and  agriculture,  the  rents  both  agricultural  and 
urba  i,  together  with  wages  and  profits  throughout  industry. 
The  elationship  between  the  State  and  its  tenants  would  there- 
fore remain  the  same  as  now  exist  betw^een  private  landlord 
and  enant  ; any  tenant  wiio  failed  to  pay  the  rent  would  have 
to  q dt.  x\s  there  would  necessarily  be,  either  by  leases  or 
othei  means,  security  of  tenure  for  definite  periods,  there  would 
1)C  the  tendency  for  tenants  undisturbed  for  a number  of  years 
to  regard  their  holdings  as  permanent,  and,  as  custom  has 
mud” to  do  with  the  ulitmate  establishment  of  rights,  there 
wouli  be  the  tendency  for  private  ownership  to  re-establish 
itseH  with  all  the  rights  as  to  rents  that  now  attach  to  it.  This 
result  is  to  be  expected  from  the  nature  of  the  competitive 
gyst(  m — however  we  may  apportion  w'ealth  artificially,  left 
to  the  action  of  uncontrolled  economic  forces,  it  will  revert  to 


presi  ‘lit  conditions. 

Taxation  of  Land  Values. 

The  single-tax  ideal  is  to  obtain  all  public  revenue,  national 
and  local,  by  the  taxation  of  the  full  economic  rental  value 
of  n . dural  opportunities,  dispensing  with  all  other  taxes  which 
are  regarded  as  a burden  upon  industry.  The  e would  thus 
be  cue”  the  single  ” tax.  This  ideal  is  to  be  attained  by  the 
iinp'  )sition  of  a small  tax  upon  land  values  gradually  increasing 
up  1 0 twenty  shillings  in  the  pound,  the  process  being  accom- 
])anied  by  a corresponding  decrease  in  the  existing  taxes  to  the 

poirt  of  extinction. 

The  avowed  aim  of  Henry  George  and  his  follow'ers  is 
virt  lally  to  take  the  land  without  compensation,  thus  con- 
tras ing"^  strangely  with  the  spirit  of  fairness,  as  between  State 
and  landowner,  that  has  actuated  the  Nationalization  move- 
ment. Say’S  Henry  George  : — 

I do  not  propose  oilJior  to  jjunihase  ur  to  couliscate  private 
[ir-i]  orty  in  laud.  The  first  would  be  unjust  ; the  second  needless. 
J.ot  the  imlividunls  wlio  now  hold  it  still  retain,  if  they  want  to, 
lu,.:  assion  of  what  they  are  pleased  to  call  their  land.  Let  them 
coni  inue  to  call  it  then-  land.  Let  them  buy  and  sell,  and  bequeath 
and  devise  it.  We  may  safely  leave  them  the  shell,  if  we  take  the 
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kernel.  It  Ls  not  necessary  to  confiscate  land  ; it  is  only  necessary 
to  confiscate  rent.” — ‘ Progress  and  Poverty,’  Bk.  VHI.  olmp.  ii. 

In  justice,  how'ever,  to  a large,  if  not  the  larger,  })ro])ortion  of 
those  who  associate  themselves  with  the  movement  for  the 
taxation  of  land  values,  it  may  be  said  that  they  are  not 
attracted  so  much  by'  the  particular  theory'  propounded  by’ 
Henry  George  as  by  the  taxational  facilities  the  proposal  appears 
> ^ to  afford  for  tapping  new’  sources  of  w’ealth  and,  perhaps,  exert- 
ing, in  some  vague  w'ajq  pressure  on  the  land-ow'ning  class. 

Some  pains  are  taken  to  explain  that  the  single -tax  is  not 
to  be  applied  to  land  but  to  land-value.  This  distinction  seems 
an  important  one  from  the  single-tax  point  of  \dew',  because 
a tax  may^be  imposed  upon  land  that  yields  no  economic  rent, 
whereas  it  is  only  the  economic  rent  that  this  proposal  has  in 
view',  there  being  no  intention  either  of  taxing  or  taking  land, 
onl}'^  its  value.  Nevertheless,  the  final  result  of  this  process 
must  be  the  vesting  in  the  State  of  the  rental  value  of  the  land, 
and  it  would,  therefore,  inevitably'  lead,  if  practicable  at  all, 
to  precisely'  the  same  conditions  as  those  produced  by  land 
nationalization.  Thus  Henry  George  himself  say's  : “As  the 
tax  w'as  increased  speculative  or  anticipatory  values  would 
rapidly'  disappear,  w'hile  selling  values  w'ould  diminish,  and 
' if  the  tax  w'ere  pushed  to  theoretical  perfection  it  would  also 
disappear.  But  rental  or  use  value  would  remain  ” {Century 
Magazine,  July,  1890,  p.  401).  The  vesting  in  the  State,  there- 
fore, of  this  rental  or  use  value  w'ould  be  the  final  result  of  both 
nationalization  and  single-tax  methods — the  State  w’ould  be 
the  virtual  owner  in  both  cases. 

The  initial  stages  of  the  process  by  which  the  single-tax 
ideal  is  to  be  attained  clearly'  involve  no  more  than  ordinary' 
and  familiar  methods  for  raising  revenue  by  taxation,  and  it  is 
probably,  as  already  suggested,  this  more  immediately’  practical 
aspect  that  influences  the  vast  majority  of  those  who  support  this 
land  policy'.  The  movement,  as  a whole,  may  be  regarded  as  a 
conglomerate  mass  of  opinion  of  W'hich  the  bond  of  union  is 
suj)plied  by  single  tax  inspiration,  but  w'ithout  the  impiession 
^ ) of  its  definite  ideal.  As  this  movement,  how’ever  indefinite 
as  regards  ideals,  has  now  attained  such  political  importance 
' as  to  largely  influence  the  Government’s  land  policy,  it  will  be 

evident  that  its  pow'er  for  evil,  if  fundamentally  unsound,  is 
a very  serious  matter. 

So  far,  then,  as  the  taxation  of  land  values  is  adopted  as 
one  amongst  many  methods  of  raising  public  revenue  w'ithout 
any’  claim  that  it  produces  distinctive  economic  effects,  it  falls 
w'ithin  the  category'  of  those  taxes  that  have  already  been  con- 
sidered and  which,  w'e  have  seen,  do  notlung  to  redress  the 
inequalities  in  the  distribution  of  w'ealth.  What  we  have  to 
consider  here,  therefore,  is  the  claim  that  the  taxation  of  land 
\'alues  will  produce  the  economic  and  social  effects  embodied 
in  the  single-tax  ideal — that  the  appropriation  of  economic 
rent  by  taxation  is,  in  fact,  “ the  simple  yet  sovereign  remedy 
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wliicli  will  raise  wages,  increase  the  eanuiigs  of  cai)ital,  cx- 
iirpa  e pauperism,  abolish  poverty,  give  rcmiunerative  employ- 
ment to  whoever  wishes  it,  afford  free  sco]>e  to  human  powers, 
lesscii  crime,  elevate  morals,  and  taste,  and  intelligence,  purify 
govei  nmeiit,  and  carry  civilization  to  yet  nobler  heights  ” 
(Hen  y George,  ‘ Progress  and  Poverty,’  Bk.  VIII.  eh.  2). 

] f this  desirable  end  could  be  attained  by  so  simple  an 
expe(.ient,  it  would  plainly  be  our  moral  duty  to  secure  its 
adopi  ion  without  delay.  It  is  evident,  however,  that  most 
peopb  are  unable  to  endorse  the  theory  from  the  fact  that  their 
intim  ite  acquaintance  with  industrial  pro(;esses  teaches  them, 
perhaps  intuitively,  that  the  results  anticipated  cannot  possibly 
ensue  from  the  process  of  remission  of  present  taxes  on  income 
and  i idustry  and  their  imposition  on  land  values. 

- he  remission  of  taxes  on  income  and  industry  naturally 
liberates,  in  the  first  place,  certain  funds  that  may  be  spent 
ill  lie’  V"  channels  and,  to  this  extent,  tends  to  increase  the  demand 
for  la  hour  and,  consequently,  to  raise  wages  in  the  particular 
industries  affected.  The  imposition  of  taxes  on  land  value 
must,  on  the  other  hand,  by  diverting  cei’tain  funds  into  the 
State  exchequer  prevent  their  being  spent  in  the  channels  in 
which  they  were  accustomed  to  be  spent  : this  tends  to  restrict 
the  demand  for  employment  and  consequently  to  lower  wages 
in  th<  particular  industries  affected.  These  two  sets  of  actions 
are  emsequent  upon  competitive  forces,  and  the  final  adjust- 
ment must  be  made  in  accordance  therewith  ; where  the  reduc- 
tion ir  abolition  of  taxes  on  industry  results  in  a reduction 
of  the  cost  of  living,  competition  drives  down  wages  to  the 
imw  level  ; where  the  increased  wages  increase  the  cost  of 
living,  wages  to  tend  rise.  The  fluctuations  in  trade,  with  the 
conse  pient  variations  in  demand  and  supply  of  labour,  produce 
the  r ‘sults^  with  which  we  are  familiar  as  a permanent  feature 
of  competitive  industry  ; and  a change  in  taxation,  such  as 
an  iii.uement  of  the  tax  on  land  values,  with  its  corresponding 
remis  don  on  income  or  industry,  will,  therefore,  after  its  dis- 
turbatiees  have  subsided  and  things  a<gain  assume  normal 
condi  ions,  have  effected  absolutely  nothing.  This  result  is 
inevitable,  for  blind  expression  of  demand  with  the  consequent 
speciuatiyc  clement,  still  actuates  economic  pi’ocesses  ; com- 
})etiti  )ii  is  even  r(3garded  by  the  single-taxer  as  an  industrial 
necesi  ity  which,  under  the  regime  he  advocates,  is  a beneficent 
principle  of  action. 

I -earing  constantly  in  mind  tlie  fact  that  competition  is 
to  coiitinue  to  actuate  our  industrial  intercourse,  certain  effects 
whici,  the  single  taxers  claim,  will  follow  Ihe  adoption  of  this 
method,  must  be  seen  to  be  altogether  illusory.  Thus  it  is 
said  t liat  the  shifting  of  the  tax  from  the  building  to  the  value 
of  the  site  iqoon  which  it  stands  removes  a burden  from  in- 
dustry. The  man  who  builds  a large  shop  or  store  on  his  own 
or  sojneone  else  s land  has  to  pay  rates  and  taxes  in  respect  of 
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the  whole  premises  and,  seeing  that  neither  the  value  of  the 
site  on  which  the  building  stands  nor  the  values  of  vacant  sites 
in  the  vicinity  are  taxed  or  rated,  his  industry  is  said  to  be 
burdened,  and  himself  penalized  for  putting  the  land  to  a useful 
industrial  purpose.  The  mistake,  here,  surely  is  the  failure 
to  see  that  it  is  impossible  to  separate  the  land  and  the  building. 
It  is,  of  course,  possible  to  value  the  land  apart  from  the  building 
for  taxational  purposes.  It  would  be  possilde  also  to  value 
the  slates  that  cover  the  building,  the  bricks  of  which  it  is  built, 
or  the  wood- work  used  in  its  construction,  and  to  collect  a tax 
from  one  or  all  of  these  pa.rts.  However  rates  and  taxes  might 
be  apportioned  as  between  various  parts  of  the  whole,  everyone 
knows  that  such  charges  are,  and  must  be,  paid  out  of  monies 
taken  over  the  counters  of  the  shop  or  store,  and  that  these 
monies  come  from  the  general  jDublic.  The  land  itself  has  no 
more  capacit}'  for  producing  rates  and  taxes  than  have  the 
slates,  bricks  or  timber,  and  the  revenue  of  the  industry  as  a 
whole  is  the  one  source  from  which  rates  and  taxes  must  be 
paid  whichever  part  of  the  complete  structure  is  actually 
assessed — ^whether  the  ground  or  the  roof  or  the  door-step. 

Then  we  have  the  idea  that  the  shifting  of  all  taxes  on  to 
land  values  will  have  the  effect  of  forcing  land  into  use,  thus, 
it  is  claimed,  creating  more  emplo^-ment  and  so  raising  wages 
and  profits,  besides  equalizing  the  burden  of  the  taxes  as 
between  those  landowners  who  put  their  land  to  use  and  those 
who  do  not.  Under  the  single-tax  regime  speculative  industry 
is  to  be  perpetuated,  competition  being  an  indispensable  factor 
in  the  march  of  progress.  The  motive  for  putting  land  into 
use  will,  therefore,  be  as  now — ^the  prospect  of  making  profits. 
If  such  a heavy  burden  is  placed  upon  idle  land  as  to  force  a 
weak  owner  to  do  something  with  it,  it  does  not  follow  at  all 
that  it  will  be  put  to  serve  some  industrial  purpose  because 
the  prospect  of  profits  depends,  not  upon  the  burdens  the 
Land  bears,  but  upon  the  demand  and  supply  of  many  things, 
including  labour  ; and  however  high  may  be  the  cost  of  pro- 
duction in  which  taxes  are  included,  if  "the  expected  revenue 
will  .show  a sufficient  profit  the  land  may  be  put  to  use.  Thus 
the  weak  holder,  forced  to  do  something  with  his  land,  may 
sell,  probably  at  a reduced  price,  to  a stronger  holder  who  caii 
afford  to  bear  the  extra  burden  and  kee])  the  land  idle  until 
such  time  as  conditions  warrant  an  industrial  venture. 

What  brings  land  into  use  is  the  “ demands  ” of  the  com- 
munity, and  only  so  much  land  can  remain  in  use  as  will  sup}»ly 
these  demands.  To  say  that  employment  can  be  increased 
by  merely  forcing  land  into  use  whether  there  is  the  econoiiiic 
demand  for  the  produce  of  the  land  or  not  is  to  reverse  the 
natural  and  obvious  economic  sequence. 

Nor  is  it  the  wliole  truth  to  say  that  idle  land  escapes  its 
share  of  the  burden  of  taxation.  In  the  case  of  the  man  who, 
believing  that,  later  on,  his  land  can  be  utilized  for  more  im- 
portant purposes  and  therefore,  in  a more  remunerative  ua>, 
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]<co|  s Ill's  land  idle  <and  forgoes  present  interest  or  profit  on  tlie 
eaiii  al  he  lias  investi'd,  it  may  be  assumed  that  such  a specu- 
latoi  anticipates  covering:,  in  the  ultimate  enhanced  value, 
all  t le  interest  on  capital  he  forgoes  as  well  as  an  extra  profit, 
and  it  fol low's  that  the  land  and  building  together  must  repre- 
sent a greatly  increased  value,  and  W'ould  therefore  be  assessed 
at  a much  higher  rate  than  as  though  he  had  put  the  land  to 
use  ( arlier.  Such  a man  w'oiild,  therefore,  virtually  pay  through 
the  jiigher  assessment  the  rates  and  taxes  that  he  would  other- 
wise have  paid  had  he  put  the  land  to  earlier  use. 

The  speculative  element  pervades  all  industry  and,  as 
alrendy  pointed  out,  it  is  not  claimed  that  the  application  of 
the  principle  of  the  single-tax  will  alter  this.  A landoAvner 
is  a (peculator  wdiether  he  puts  his  land  to  present  use  or  keeps 
it  idle  in  anticipation  of  its  being  applied  later  on,  to  more 
impertant,  and  therefore  more  remunerative,  purposes  ; and 
the  speculator  Avho  puts  his  land  to  pre.sent  use  is  not  necessarily 
a more  useful  social  unit  than  the  speculator  w'ho  keeps  his 
land  idle,  for  they  are,  in  fact,  both  doing  what  they  think 
the  1 est  for  themselves,  neither  considering  the  interests  of  the 
conn  lunitv. 

Jrom  another  point  of  view%  too,  the  advantage  of  forcing 
land  into  use  (w'crc  it  possible)  is  questionable  while  all  industry 
is  lucessarily  specidative  in  character.  It  is  this  speculative 
element  which  keeps  much  land  idle  in  anticipation  of  industrial 
and  towm  developments.  Land  which  it  is  thought  may  be 
jtarti  udarly  adapted  for  works  and  factories,  or  likely  to  be 
required  for  the  extension  of  business  centres,  or  for  public 
or  other  prominent  buildings,  is  kept  idle  in  the  hope  that  the 
high(r  eventual  values  wdll  recompense  for  present  abstinence. 
If  al  towm-land  were  built  upon  as  soon  as  any  appreciable 
economic  rent  arose,  the  developments  and  improvements 
that  would  afterwiirds  take  place  would  necessitate  the  demoli- 
tion )f  much  of  this  property.  The  cost  of  all  this  would  come 
from  the  public  and  w'oidd  be  a charge  upon  industiy,  so  that, 
whatjver  the  system  of  taxation  may  be,  speculative  industry 
imposes  burdens  w^hich  taxes  cannot  even  lighten,  much  less 
remo  re. 

D^hen  we  remember  that  speculative  industry  means  profit- 
maki  ig,  it  seems  not  a little  remarkable  that  it  should  be  deemed 
necessary  to  force,  by  the  imposition  of  a tax,  landowners  or 
other  j to  enter  into  industrial  or  commercial  enterprise — if 
profits  are  to  be  made  no  such  sjour  is  necessary;  if  they  are 
not  to  be  made  no  amount  of  com23ulsion  can  avail. 

idter  W'hat  has  been  said  it  will  not  be  necessary  to  show 
that  :he  revenue,  w'hich  the  State  receives  as  the  proceeds  of 
this  (ingle-tax,  cannot,  under  competitive  conditions,  be  ad- 
minis  ered  with  any  approach  to  equity. 

hat  the  W'holesalo  confiscation  contcuiqdatcd  by  Henry 
George  and  his  followers  is  actually  possible,  the  authority 
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of  John  Stuart  Hill  is  cit('d  in  the  quotation  : “ A t;ix  on  rental 
falls  wholly  on  the  landlord.  There  are  no  means  by  which 
he  can  shift  the  burden  iqron  anyone  else.”  The  justificatio?i 
for  such  a policy  of  confiscation  is,  of  course,  to  be  found  in 
the  extremely  unfair  distribution  of  w'ealth  as  a residt  of  the 
present  system  which  is  attributed  to  private  jrroperty  in  laiid. 
It  is,  however,  evident  that  if,  in  spite  of  its  plausibility,  this 
principle  is  not  res2'>onsible  for  our  industrial  injustices,  the 
jrolic}^  of  the  single-tax  proposal  is  to  institute  a system  of  State 
confiscation 'of  the  w'ealth  of  one  class  for  the  benefit  of  another, 
and  this  process  might  continue,  dealing  w'ith  one  class  after 
another,  for  an  indefinite  period  without  curing  the  root  evil — 
to  say  nothing  of  the  great  danger  of  introducing  as  a process 
of  State  action  a principle  of  morality  which  it  is  an  important 
duty  of  the  State  to  effectually  repress  in  individuals,  the 
stability  of  the  State  itself  depending  upon  it. 

This  intent  at  spoliation  contrasts,  not  only  with  the  policy 
of  purchase  as  ])ro])osed  by  the  Land  Nationalization  advocate, 
Init  with  the  sjurit  of  fairness  displayed  by  John  Stuart  Mill 
himself  in  the  very  })aragraph  from  which  the  passage  just 
quoted  is  taken.  “ A j)eculiar  tax  on  the  income  of  any  class,” 
saj^s  he,  “ not  balanced  by  taxes  on  other  classes  is  a violation 
of  justice,  and  amounts  to  a partial  confiscation.”  Further, 
excepting  from  this  charge  of  injustice  “ a tax  W’hich,  sparing 
existing  rents,  should  content  itself  wath  appropriating  a portion 
of  any  future  increase  arising  from  the  mere  action  of  natural 
causes,”  he  adds,  “ But  even  this  coidd  not  be  justly  done, 
without  offering  as  an  alternative  the  market  price  of  the  land.” 
Now  these  quotations,  besides  e’^dneing  a desire  for  justice  in 
the  basis  of  taxation,  also  imply  that  Mill  himself  could  scarcely 
attach  that  sense  of  infallibility  to  the  first  quotation  w^hich 
it  appears  to  have  obtained  in  the  mind  of  the  single-taxer. 
At  any  rate  there  are  reasons  for  doubting  its  truth  while  the 
present  system  of  unorganized  demand  and  supply  obtains 
and  competition  is  allowed  to  regulate  our  industrial  relation- 
ships. 

Reference  has  already  been  made  to  the  tendency  for  the 
“ nationalized  ” land  to  revert  to  present  conditions.  In  the 
case  of  the  process  of  taxing  values  iqi  to  the  limit  of  economic 
rent,  this  reversion  to  present  conditions  woidd  naturally  take 
place  collaterally  with  the  increments  of  the  tax  imposed  and  the 
limit  of  economic  rent  could,  therefore,  never  be  reached  in 
practice.  Thus  the  intention  of  the  sing'e-tax  jDrojDOsal  to 
confiscate  the  rent  of  the  landowners  as  a class,  how'ever  it 
might  affect  the  individual,  would  be  frustrated  by  economic 
law^s.  This  docs  not  alter  the  intent,  but  it  suggests  the  utter 
futility  of  resorting,  in  the  name  of  ju.stice,  to  methods  of  avowed 
confiscation  instead  of  to  the  organization  of  industry  and  the 
control  of  those  economic  forces  which  we,  ourselves,  set  in 
motion. 


CHAPTER  X. 

The  Theory  of  Exchange  Value. 

All  econonhyts  do  not  share  the  dismal  view  of  Cairnes  ex- 
press 3d  in  the  passage  already  quoted,  for  they  do  not  all  attach 
the  { anie  importance  to  the  wage-fund  theory.  As,  however, 
the  body  of  economic  science  is  substantiidly  the  same  for  all 
shad<  s of  opinion,  it  may  at  least  be  said  that  orthodox  political 
ecoiK 'iny  offers  absolutely  no  guidance  for  that  industrial  re- 
const luction  which  is  coming  to  be  regarded,  more  and  more, 
as  an  inevitable,  and  even  imminent,  develo])ment  in  the  advance 
of  civilization.  Seeing  then  that  the  proposal,  here  made, 
seeks  to  implant  within  the  industrial  system  such  a principle 
of  action  as  will  eventually  transform  the  whole  system,  some 
refeKiice  to  the  orthodox  theory  of  value  seems  necessary  the 
more  cleciiiy  to  illustrate  the  fundamental  economic  principles 
on  w lich  the  scheme  is  based,  while,  at  th(^  same  time,  indicat - 
ing  c ortain  departures  from  orthodox  views  therein  involved. 

] n view'  of  the  failure  of  economic  science,  if  not  as  an 
actual  explanation  of  it,  we  may  remind  ourselves  that  the 
orthcdox  theorj^  of  value  “ contemplates  a svstem  of  production 
carried  on  by  capitalists  for  profit  and  not  by  labourers  for 
subsiittence  (J.  S.  Mill).  This  is  the  very  system  of  production 
that  laturally  arises  (if  the  view  here  ado])ted  is  correct)  from 
unoifanized  expression  of  demand  and  consequent  non-regula- 
tion of  supply  ; and,  as  the  existence  of  any  other  system  tha.n 
the  competitive  is  not  contemplated  by  the  science,  it  would 
seem  illogical  to  expect  from  it,  in  the  way  of  guidance  for 
reform,  anything  more  than  mere  modifications  and  re-arrange- 
ment!. of  the  methods  by  which  the  competitive  principle 
contijiuall^  produces  its  baneful  effects — this  is,  in  fact,  the 
actual  net  result  of  modern  reforms. 

Whilst  labour  is  rightly  regarded,  by  the  orthodox  theorv, 
as  cr(  ating  exchange  value,  a standard  of  exchange  based  upon 
labour  is  not  yet  a feature  of  our  industrial  system.  The  play 
of  cc  Diiomic  forces  actuated  by  competition  has  far  greater 
influe  ICC  in  the  adjustment  of  values  than  has  any  con.si dera- 
tion of  actual  labour  applied.  This  fact  .seems  to  be  tacitly 
adimftcd  by  economic  writers  who,  however,  apparently  rega,r'd 
it  a.s  so  natural  and  ju'oper  a consequence  of  that  systern  of 
profit  making  contemplated  by  their  science  as  to  call  for  no 
particidar  comment.  Thus  Adam  Smith  says,  “ Labour,  there- 
foie,  is  the  real  measure  of  the  exchangeable  value  of 
all  c unmodities.  But  though  labour  be  the  real  mea.sure 
of  tlio  exchangeable  value  of  all  comnu)dities,  it  is  not 
that  oy  which  their  value  is  commonly  estimated.  It  is 
of^ii  difficult  ^ to  ascertain  the  propoi'tion  between  two 
dinert  nt  quantities  of  labour.  The  t ime  spent  in  two 
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different  sorts  of  woi-k  will  not  alwaj's  alone  determine  this 
proportion.  The  different  degrees  of  hardship  endured,  and 
of  ingenuity  exercised,  must  likewise  be  taken  into  account. 
There  may  be  more  labour  in  an  hour’s  hard  work  than  in 
two  hours’  easy  bu.siness  ; or  in  an  hour’s  application  to  a 
trade  which  it  cost  ten  years’  labour  to  learn,  than  in  a month’s 
j industry  at  an  ordinary  and  obvious  employment.  But  it 

j-  is  not  easy  to  find  any  accurate  measure  either  of  hardship 

or  ingenuity.  In  exchanging,  indeed,  the  different  productions 
of  different  sorts  of  labour  for  one  another,  some  allowance 
is  commonly  made  for  both.  It  is  adjusted,  however,  not  by 
any  accurate  measure,  but  by  the  higgling  and  bargaining 
of  the  market,  according  to  that  sort  of  rough  equality  whicly 
though  not  exact,  is  sufficient  for  carrying  on  the  business  of 
cornmon  life.”  In  the  same  strain,  " Ricardo  .states  : “ The 
estimation  in  which  different  qualities  of  labour  are  held  comes 
soon  to  be  adjusted  in  the  market  with  sufficient  nrecision 
for  all  practical  purposes  and  depends  much  on  the  coniparative 
skill  of  the  labourer  and  intensity  of  the  labour  performed. 
The  .scale  when  once  formed  is  liable  to  little  variation.  If  a 
day’s  labour  of  a working  jeweller  be  more  valuable  than  a 
^ day’s  labour  of  a common  labourer,  it  has  long  ago  been  ad- 
justed and  placed  in  its  proper  position  in  the  scale  of  value.” 

From  the  passages  just  quoted,  it  will  be  seen  that  the 
relative  values  of  different  classes  of  labour  are  regarded  as 
having  been  adjusted  not  “ by  any  accurate  measure  ” but  by 
the  “higgling  and  bargaining  of  the  market,”  or  competition, 
which  process  is  deemed  sufficiently  exact  “ for  carrying  on 
the  business  of  common  life  ” or  en.sures  “ sufficient  precision 
for  all  practical  purposes.”  That  the  system  of  competitive 
industry  does  not  give  the  general  satisfaction  implied  in  these 
passages  needs  no  proof  in  view  of  the  generations  of  reforming 
[.  effort  that  have  been  applied  to  its  amendment,  and  this  without 

appreciably  modifying  its  general  features  as  regards  the  dis- 
I tribution  of  wealth  and  the  existence  of  its  .social  and  moral 

^ J evils.  The  fact  that  the  competitive  system  actually  deprives 

the  community  of  so  large  a portion  of  the  produce  of  its  labour 
in  the  creation  of  parasitic  industries,  does  not  seem  to  attract 
due  attention  ; this  is,  no  doubt,  to  be  accounted  for  partlv 
by  the  limits  of  the  science  already  mentioned,  such  api)lications 
of  labour  not  appearing  to  be  of  the  nature  of  wa.ste  as  they 
are  absolutely  necessary  to  the  profit-making  system,  and  partly 
by  certain  other  old  established  views  tending  to  support  the 
prevalent  theory  of  value.  Thus,  says  Adam  Smith  ; “ The 
produce  of  labour  constitutes  the  natural  recompense  or  wages 
of  labour.  In  that  original  state  of  things  which  precedes  both 
the  ai)propriiition  of  land  and  the  accumulation  of  .stock,  the 
whole  produce  of  labour  belongs  to  the  labourer.  He  has 
^ neither  landlord  nor  master  to  share  with  him.  Had  this  state 
continued,  the  wages  of  labour  would  have  augmented  with 
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lose  improvements  in  its  ]iroduetive  powers,  to  A\hich  the 
ion  of  labour  gives  occasion  ” C \\eallh  of  Nations,’  Bk.  T. 
iii.).  Then,  again,  there  is  the  doctrine',  apparently  originat- 
rom  the  assumed  error  of  the  appropriation  of  land,  of  the 
ndenee  of  “ the  demand  for  those  idio  live  by  wages  ” 
tie  “ increase  of  the  funds  which  are  elestined  to  the 
lent  of  wages  ” or  the  accumulation  of  capital.  This 
:l  seem  to  be  the  early  stage  of  the  wage-fund  theory  which 
eveloped  with  the  growth  of  the  science. 

[n  dealing  with  the  land  question,  an  effort  has  been  made 
ow'  that  the  appropriation  of  land  and  other  natural  objects 
necessity  to  modern  industry  and,  in  itself,  no  injustice, 
le  view  there  expressed  is  correct,  the  assumption  that 
Avages  of  labour  Avould  have  augmented  AAuth  all  those 
ivements  in  its  productive  powers  to  Avhich  the  division 
hour  gives  occasion  ” is  altogether  unw'arranted,  because 
improA^ements  could  not  have  come  about  without  appro- 
ion.  But  assuming  that,  in  some  Avay,  industry  could  be 
icted  Avithout  appropriation,  is  it  conceiA^able  that,  Avitliout 
rtificial  organization  of  industry  specially  devised  for  the 
)se,  the  industrial  needs  of  millions  of  human  beings  blindly 
ssed  Avould  naturally  assume  a s;y'stem  of  order  and 
ony,  permitting  of  a just  recompense  of  labour  and,  gener- 
social  justice  ? Without  such  an  organization  there  can 
I doubt  that  the  industrial  struggle  must  continue  to  make 
inequalities  inevitable.  On  the  other  hand,  even  under 
nt  circumstances,  the  establishment  of  an  adequate  organiza- 
ensuring  industrial  equity  Avould  necessarily  secure  the 
•d  of  labour  against  both  landlord  and  capitalist  as  well  as 
st  all  other  forms  of  privilege  including  any  inherent  in 
>priation. 

Che  idea  that  there  are  certain  funds  “ destined  to  the 
ent  of  wages,”  Avhich  underlies  th(5  Av\age-fund  theory, 

1 seem  also  to  haA'e  had  no  small  influence  in  shaping  the 
y of  value.  Thus,  in  summarizing  his  discussion  of  the 
y of  value,  J.  S.  Mill  says  : “ The  temporary  or  market 
of  a thing  depends  on  the  demand  and  supply,  rising  as 

lemand  rises,  and  falling  as  the  supply  rises Besides 

temporary  value,  things  haA^e  also  a permanent  or,  as 
.y  be  called,  a natural  value  to  which  the  market  value, 
cA^ery  A^ariation,  ahvays  tends  to  return ; and  the  oscilla- 
compensate  for  one  another  so  that,  on  the  average,  com- 
ics exchange  at  about  their  natural  A’alue.”  This  theory 
IS  a ATU-y  subordinate  role  to  the  forces  of  demand  and 
V — that  (tf  adjusting  merely  temjiorary  fluctuations  in 
. It  folloAvs  that  the  permanent  ” or-  “ natural  ” A'alues 
)t  regarded  as  depending  upon  demand  and  supply  ; that, 
}t,  the  great  bulk  of  industrial  values  after  being  once 
by  such  processes  as  the  “ higgling  of  the  market  ” are 
l>ermaneiicy  by  a more  or  less  rigid  system  beyond  human 
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control,  Avhich  allocates  a certain  amount  of  AA’ealth  to  the 
labourers  Avhether  they  be  many  or  few.  If  labourers  are  fcAv, 
Avages  are  high  because  there  are  not  so  many  to  share  the 
wage-fund  ; if  many,  Avages  are  Ioav  because  the  same  fund  is 
distributed  amongst  a greater  number.  If  l>3'the  accumulation 
of  capital  there  is  created  a greater  demand  for  labour,  labourers 
are  comparatiA-el}^  fcAv,  and  Avages  rise  : the  rise  in  Avages  pro- 
motes marriages  and  a consequent  increase  of  population  and 
as  this  eventuall}'  means  a greater  number  of  Avage-earners  to 
share  the  Avage-fund  AA^hich  called  them  into  existence,  Avages 
are  again  loAV'ered  and  the  increase  in  population  checked. 

Dealing  Avith  ‘ Systems  of  Equality  ’ Malthus  says  : — 


“ It  lias  ap|>eared  that  from  the  ineA'itaVde  Iqavs  of  li\nnan 
nature  some  human  beinys  Avill  bo  exposed  to  want.  These  are  tlie 
unliappA'  persons  Avho,  m the  great  lottery  of  life  haA'O  draAvn  a 
blank .... 

“ The  fund  appropriated  to  the  maintenance  of  labour  AA’ould 
be  the  aggregate  quantity  (rf  food  possessed  by  the  OAvners  of  land 
beyond  their  oavix  coixsumption.  When  the  deixiands  upon  this 
fund  Avere  great  aixd  numerous  it  w'ould  naturallj'  be  divuded  into 
A’ery  small  shares.  Labour  would  be  ill  paid.  Men  Avould  offer 
to  work  for  a bare  subsistence  ; and  the  rearing  of  families  Avould  be 
checked  by  sickness  and  misery.  On  the  contrary,  Avheu  this  fund 
was  increasing  fast,  when  it  Avas  great  in  proportion  to  the  number 
of  claimants,  it  would  be  dNided  in  mucli  larger  shares.  No  man 
Avould  exchange  his  labour  without  receiving  an  ample  quantity  of 
food  in  return.  Labourers  AA^oxxld  INe  in  ease  and  comfort,  and 
Avould  consequently  be  able  to  rear  a numerous  and  AUgorous 
offspring. 

“ On  the  state  of  this  fund,  the  happiness,  or  the  degree  of 
misery,  prevailing  among  the  lower  classes  of  people  in  every  knovA^u 
state  at  present  chiefly  depends  ; and  on  this  happiness  or  degree 
of  miserj',  depends  priixcipally  the  increase,  stationariness,  or 
decrease  of  population.” — ‘ Principle  of  Population,’  Bk.  III. 
chap.  ii.  p.  316. 

The  Avage-fund  theory  and  the  question  of  population  are 
thus  intimately  associated  in  economic  thought,  to  which  they 
probably  impart  between  them  the  main  grounds  for  the  extreme 
pessimism  attaching  to  the  science.  The  Avork  of  Malthus  on 
the  ‘ Principle  of  Population,’  in  A^Eich  he  seeks  to  establish  the 
truth  of  the  doctrine  of  the  tendency  of  population  to  outgroAV 
its'  means  of  subsistence,  or  the  pressure  of  population  on  its 
limits  of  subsistence,  has  exerted  a ])owerful  influence  in  the 
formation  of  that  attitude  of  mind  Avhich  seems  to  accept,  as 
axiomatic,  the  orthodox  view  of  the  relation  of  j)opulation  and 
economics. 

The  Malthusian  theory  is  firmly  held  by  a laige  section  of 
the  better  educated  classes  to  be  the  rock  on  which  any  scheme 
for  dealing  with  poA’-erty  must  come  to  grief.  Being  an  appar- 
ent! a"  natural  ])rocess  m»t  subject  to  human  modi  lie  ation,  the 
starving  of  people  out  of  existence,  though  ci'uel,  is  acce]rted  as 
the  inevitable  means  of  keeping  ixopulation  Avithin  bounds.  A 
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Kr,;on  holding  such  a doctrine  can  scarcely  be  expected  to 
eih'Utain  poposa  s for  the  abolition  of  poverty,  thoucrh  he  may 

.o(.id,„!;  It,.  The  nmversfil  tn.th  which  M.-ilthiis  seeks  in  his 
icn.nvnetl  work,  to  e.stablisii  wonici  thus  fuiiy  justify  tile  extreme 
lie.s.-imi.sm  .so  fteneraiiy  entertained 


the  array  of 

ct  he  has  so  assiduously  collected  seems  to  rest  on  an  appar- 
entJy  unconscious  mental  transition  by  which  certain  phenomena 
attending  modern  competitive  industry  are  attributed  to  the 

from  the  Te,f?  phenomena  arising 

from  the  tendency  of  savage  or  semi-barliarous  populations  to 

tens  nee  Th^f  aT* -rj ®®’'"try  to  produce  sus- 
tena  nee  That  a limited  area  of  land  cannot  be  made  to  produce 

the  sustenance  of  an  unlimited  population,  whether  savage  or 

livir  roL '^y  ® barbarous” race 
1 11  ’ ‘he  fruits  of  the  chase,  wild  vegetation,  shell-fish,  and  the 

oin  htfon  ind'lfTh-  ‘‘t^y  "?°‘®  ‘han  a certain  maximum  of 
popi  ution,  and  if  this  limit  is  exceeded,  then  starvation  and 

the  < ,ther  miseries  pointed  out  by  Malthus  ensue,  until  the  popii- 

lation  has  been  reduced  within  the  limits  of  means  of  sustenance 


This  niuist  obviously  be  equally  true  of  a highly  civilized  com- 
niun  tv,  where  production  is  carried  on  by  the  most  modem  and 

dm  t'  veT  '"®‘hods,  for  a limit  is  conceivable  to  the  most  pro- 
diict  re  forms  of  industry.  In  this  case,  however,  we  should 
suieiy  have  a state  of  affairs  in  which  every  available  inch  of 
grow  ,d  was  under  intensive  cultivation,  tlie  whole  community 
iiig  as  long  as  their  physical  powers  would  permit  the 
alisence  of  luxury  and  waste,  and  every  imaginable  saving 
inacfised.  These  latter  conditions  cannot  he  said  to  distinguish 
modem  industry,  for  there  is  usually  a margin  of  land  unciilth 
latec  or  under-cultivated,  much  labour  unemployed,  gi-eat 
11X111  y,  and  great  waste  ; and  even  where  starvation  does  wcur 
It  IS  1 Ot  because  of  the  shortness  of  food,  but  actually  takes  place 
111  the  midst  of  plenty.  The  recognition  of  these  differmices 
ought , one  would  think,  to  suggest  that  the  explanation  of  the 
phenomena  is  certainly  not  to  be  found  in  the  pressure  of  popm 
Jatioi.  on  its  means  of  subsistence.  ^ ^ 


Looking  at  the  question  from  an  everyday  standpoint  and 
eonsK  lernig  certain  facts  with  which  we  are  ;all  acquainted,  we 

a \new  more  in  accord  with  actual  practice 
-lakii.g  the  birJi-rate  at  30  per  thousand  of  population  and  the 
death  rate  at  19  per  thousand,  the  increase  per  Lnum  per  1 OW 
ol  po  )u  a ion  would  be  11.  The  30  births,  however,  Lre^^it 
\ oinic  children  onl>q  the  19  deaths  include  older  children 
aiul  a ailts,  so  that  the  actual  immediate  extra  demand  made  on 
txie  means  ot  suhsistence  due  to  increase  of  population,  in  any 
one  yi  ar,  would  not  be  represented  by  the  actual  excess  in  number 
V bin  as  over  deailis,  for  one  adult  would  certainly  consume  more 

I li;m  .iMP  nr  fxxrrk  


I ban  one  or  two  newly  born  or  very  young  children— very 
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probably  there  would  be  for  the  particular  year  taken,  no 
greater  demand  made  by  the  30  youngsters  than  was  made  by 
the  19  persons  who  were  included  in  the  deaths.  Let  us  suppose, 
however,  that  5 of  the  young  children  represent  the  increased 
demand  to  a thousand  of  population  ; for  a population  of 
40  millions  this  w'ould  represent  an  increase  of  200,0(X).  Every 
one  knows  how  this  extra  population  makes  the  demand  on  the 
ineans  of  subsistence.  The  mother  of  a child,  whether  she  nurses 
it  herself  or  not,  makes  extra  demand  on  the  dairyman,  baker, 
butcher,  and  grocer,  none  of  whom  betray  either  disinclination 
or  difficulty  in  supplying  the  demand  so  long  as  it  is  expressed 
through  the  intermediary  of  money  or  its  equivalent.  Nor  are 
the  merchants  or  raamikctiirers  any  less  inclined  to  meet  the 
extra  demand  accumulated  in  the ‘hands  of  these  tradesmen, 
regulating  their  works  and  the  labour  tlierein  employed  to  meet 
all  such  increased  demand. 


Simple  and  commonplace  as  this  statement  may  appear, 
it  has  the  advantage  of  exjDressing  w'cll-knowm  facts  instead  of 
mere  speculations  in  economic  mysteries.  The  impoitance  of 
recognizing  this  truth  lies  in  tlie  fact  that  it  proves  the  very 
opposite  to  the  accepted  Malthusian  idea  that  population  tends 
to  increase  faster  than  the  means  of  subsistence,  for  it  is  evident 
that,  under  modern  civilized  conditions,  each  iiicrement  of 
population  makes  itself  felt  on  industry  through  the  ordinary 
channels  and  that,  therefore,  the  means  of  sustenance  actually 
expands  in  propoition  to,  and  by  reason  of,  the  increase  of 
population.  If  this  be  so,  then  poverty  is  not  to  be  attributed 
to  the  pressure  of  population  on  the  means  of  subsistence. 

The  phenomena  attending  the  pressure  of  population  on 
its  means  of  sustenance,  as  instanced  by  the  growth  of  savage 
peoples,  may  also  arise  from  the  action  of  modern  industrial 
competition  ; and  if  the  latter  is  the  true  explanation  of  the 
phenomena,  the  application  of  any  theory  of  value  based  upon 
the  Malthusian  doctrine  will  naturally  aggravate  the  industrial 
problem. 


As  Adam  Smith  says,  and  every  one  else  will  admit,  there 
IS  no  “ accurate  measure  ” by  which  the  values  of  labour  can  be 
adjusted.  In  the  absence  of  any  such  standard  of  exchange 
value,  it  ought  not,  therefore,  to  be  surprising  that  the  le\x4 
pcessap^  for  mere  existence  becomes,  by  reason  of  the  inevitable 
industrial  struggle,  a pivot  about  which  the  w^ages  of  the  masses 
oscillate,  for  this  is  a measure  that  all  can  understand  and  are 
bound  to  consider.  The  purport  of  these  remarks  is  to  show‘ 
that,  while  labour  is  recognized  as  the  basis  of  exchange  value, 
the  relative  values  of  w'ealth  are  not  adjusted  by  reference  to 
the  quantit}"  of  labour  applied  to  its  production,  but  are  fixed 
by  the  operation  of  competitive  forces  ; that,  in  the  absence  of 
any  adequate  measuie  of  exchange  and  under  pressure  of  com- 
petition, the  level  of  the  labourers’  subsistence  becomes  a rough 
hut  inadcqucite  measure,  fixed  by  human  ncccssit}'  ; and  that 
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th(  orthodox  theory  of  value  is  altogether  incapable  of  serving 
as  i practical  guide  in  industrial  processes. 

A reconstructed  industrial  system  must  be  based  on  an 
inlelligible  standard  of  exchange  and  a deliberate  adjustment  ot 
lal  our  values  in  place  of  the  system  in  which  values  become  the 
sport  of  blind  economic  forces.  _ The  conditions  necessary  to  this 
lie  V standard  will  now  be  considered. 
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CHAPTER  XI. 

A New  Standard  of  Exchange. 

If  we  go  back  in  imagination  to  a time  before  aiiyuopriation 
took  place  and  conceir^e  a vast  fertile  continent  inhabited  by 
one  man,  we  have  a condition  under  which  no  exchange  value 
can  arise,  because  there  is  no  one  rvith  whom  exchanges  can  be 
made,  and  it  would  be  immaterial  whether  the  one  man  considered 
the  continent  his  own  private  property  or  not.  The  IimkI,  the 
air,  and  the  water  would  have  a value  in  use  only.  Value  in 
exchange  could  only  come  into  existence  when  a second  man 
came  upon  the  scene,  and  then  only  when  they  were  near  enough 
together  to  enter  into,  and  mutually  disposed  to  enter  into,  some 
kind  of  reciprocal  industry. 

It  is  this  industrial  relationship,  therefore,  that  necessitates 
the  valua.tion  of  labour  by  some  measure,  accurate  or  inaccurate, 
as  a basis  of  exchange. 

Assuming  that  their  tastes  and  consequent  economic  demands 
would  follow  the  trend  of  actual  past  developments,  these  two 
men,  entering  into  industrial  relationship,  would  turn  their 
attention  to  rough  agricultural  pursuits  and  primitive  methods 
of  industry.  If  one  devoted  his  labour  to  the  agricultural  side 
and  the  other  to  the  industrial,  the  equity  of  the  case,  measured 
by  modern  standards  of  fairness,  would  be  met  by  eatdi  giving 
to  the  other  half  of  his  produce  as  a mutual  exchange.  Whatever 
the  length  of  the  day  or  the  week,  if  they  both  worked  the  same 
time,  the  whole  produce  of  each  would  be  equal  in  value,  because 
they  would  contain  equivalent  quantities  of  labour. 

This,  as  Adam  Smith  would  say,  is  “ the  natural  recom- 
pense, or  wages,  of  labour,”  and  is  a case  in  which  the  full  produce 
goes  to  the  labourer.  The  introduction  of  machinery,  or  otluu- 
device  for  the  abridgment  of  the  processes  of  labour,  w'ould 
clearly  benefit  both  equally,  either  by  a reduction  in  the  time 
devoted  to  the  labour  applied  for  the  purpose  of  exchange  or  by 
an  increase  in  the  amount  of  produce,  which  is  equivalent  to  a 
raising  of  the  standard  of  living — or,  it  may  be,  a combination 
of  both  these  benefits,  that  is,  a higher  standard  of  living  as  the 
result  of  less  labour. 

Now,  in  this  hypothetical  case,  there  are  three  implied 
conditions  to  the  equity  of  the  exchange  that  suggest  the  esseni  ial 
basis  of  a theory  of  exchange  value  which  may  find  application 
to  our  present  complicated  system.  These  three  conditions  are  : 
first,  that  for  equal  labour  effort  equal  produce,  or  wages,  is 
obtained  ; second,  that  demand  and  siqqdy  are  directly  ad- 
ju.sted  ; third,  that,  from  an  industrial  standpoint,  the  prodiiceis 
are  of  an  equal,  or  approximately  equal,  calibre. 
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That  eqiial  labour  effort  should  he  rewarded  by  equal  produce 
or  wages  will  no  doubt  find  general  acceptance  as  the  only 
principle  upon  which  a just  distribution  of  wealth  may  be  put 
int( ) actual  practice  ; for  the  standard  of  human  morality  is 
not  at  present,  if  it  ever  will  be,  so  perfect  as  to  make  possible 
the  application  of  the  principle  “ from  each  according  to  his 
cajacity,  to  each  according  to  his  needs,”  even  if  this  could  be 
shewn  to  be  the  embodiment  of  justice.  We  have,  of  course, 
the  application  of  the  principle  of  “ equal  W’ages  for  equal  effort  ” 
in  operation  at  the  present  time,  so  far  as  the  other  conditions 
of  nur  present  system  will  permit  It.  Thus,  the  various  grades  of 
lab  )ur,  especially  w'hen  regulated  by  the  action  of  unions,  may 
be  instanced  as  an  approximation  to  this  principle  ; each  trade 
fix(s  its  “standard  rate,”  implying  “equal  wages  for  equal 
effr  rt  ” as  high  as  is  possible  under  all  the  conflicting  interests 
involved  ; but  there  is  no  tendency  in  tliis  to  bridge  the  gulfs 
between  the  various  grades  and  equalize  distribution  generally. 
T\v  }se  sectional  efforts  to  establish  the  principle  must,  from 
economic  causes,  as  pointed  out  in  dealing  with  the  Labour 
Mov^ement,  fail  as  a general  specific,  for  the  other  conditions 
wh  ch  make  it  possible  in  our  hypothetical  case  are  wanting  in 
gei  eral  industry. 

The  second  condition — the  regulation  of  demand  and  supply 
— U one  the  absolute  necessit}^  of  wLich  has  so  far  occupied  a 
large  share  of  our  attention.  The  tw'o  men  are  engaged  in 
pre  (hieing  the  kinds  and  quantities  of  commodities  which  they 
know’  they  both  require,  and,  therefore,  each  know’s  that,  although 
half  of  what  he  is  producing  is  no  use  to  himself,  his  labour  is 
noi  ])eing  misajiplied  because  the  product  is  exchangeable  for 
an  equivalent  of  what  he  does  require,  and  that  there  is  no 
ele  nent  of  uncertainty  oi'  speculativeness  in  the  transaction. 
Th:*  adjustment  of  supply  to  demand  would  be  such  a simple 
au(  I obviously  necessary  matter  that  there  could  be  no  possibility 
of  labour  being  applied  to  the  production  of  wealth  out  of  pro- 
]io:tion  to  needs,  or  to  the  production  of  anything  but  what 
bo'  h knew  would  be  required,  and  it  would  be  altogether  absurd 
to  suppose  that  they  could  devote  something  like  half  of  their 
lal  our  to  the  production  of  wdiat  neither  wanted,  as  is  the  case 
in  actual  industrv. 

In  the  complexity  of  the  vast  industrial  system,  the  necessity 
of  this  adjustment  is  apparentl}^  not,  at  present,  so  obvious, 
alt  rough  the  results  of  this  want  of  regulation  are  so  conspicuous 
in  the  accumulation  of  commodities  here,  great  shortage  there, 
and  recurring  congestions  and  periods  of  unemployment  in  all 
directions.  There  have  been  suggestions  for  roughly  regulating 
th(  production  of  certain  branches  of  industry  in  accordance  with 
th(  public  demand  expressed  through  the  present  competitive 
clu  imels  ; such  a regulation,  however,  d<res  not  go  to  the  root 
of  he  system,  and  any  advantages  conferred  by  a greater  regu- 
larity of  employment  upon  the  few  affected  would  be  at  the 
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expense  of  others,  without  any  tendency  to  the  elimination  of 
the  many  employments  that  are  in  their  nature  parasitic  ; many 
of  these  latter  might,  in  fact,  be  regulated  quite  as  readily  by 
the  same  method  with  the  consequent  tendency  to  their  per- 
petuation. From  the  considerations  of  an  economic  nature 
already  advanced,  it  will  be  evident  that  vvliere  such  regidation 
emanates  from  the  State  or  Government  it  contains  a peculiarly 
insidious  danger  to  the  masses  of  the  people. 

The  regulation  of  demand  and  .supply  must,  to  effect  any 
fundamental  alteration,  be  of  the  natiire  indicated  by  our 
hypothetical  case,  where  production  is  directed  to  meet  only  the 
directly  expressed  demands  of  the  individual  himself,  and  this 
implies  the  necessity  for  a definite  organization  by  which  the 
individually  expressed  demands  in  a modern  society  may  be 
collected  a.nd  serve  as  the  index  for  production.  The  application 
of  this  principle  to  actual  industrial  processes  is,  therefore,  an 
absolute  necessity  to  the  reorganization  of  the  system.  The 
economic  forces  of  demand  and  supply  can,  and  must,  be  under 
control. 

The  third  condition — that  the  ju’oducers  are,  from  an 
industrial  .standpoint,  of  equal,  or  approximately  equal,  calibre — 
will  pr()bably  appear  to  many  people  as  a condition  impo.ssible 
of  application  to  modern  industry,  in  which  intellectual  attain- 
ments, in  varying  degrees,  are  intimately  associated  with  the 
application  of  labour  to  indiLstry  and  commerce,  and  appear  to 
be  an  important  factor  in  determining  the  value  of  the  physical 
labour  of  those  that  possess  them.  The  prevalent  idea  that  as 
there  are  mental  and  physical  differences  between  individuals 
there  ma,st  of  necessity  always  be  social  and  economic  differences 


seems  to  sanction  tlie  view  that  our  present  competitive  system 
is,  in  the  main,  only  what  is  to  be  expected  ; and,  our  social  ideals 
being  coloured  very  largely  by  present-day  conditions,  the  idea 
that  intellectual  advantages  must  always  secure  corresponding 
industrial  advantages  seems  almost  ineradicable.  A state  of 
society  in  which  equality  of  intellect  exists  is,  therefore,  difficult 
to  ponceive.  On  the  other  hand,  as  a matter  of  abstract  specu- 
lation, it  would  probably  be  reatiily  admitted  that  the  average 
intellect  is,  if  given  reasonable  opportunity,  susceptible  of 
development  to  the  higher  level  actually  attained  by  those  w'ho 
have  had  the  advantages  of  such  opportunities,  and'^that,  there- 
fore, if  our  indu.strial  sy.stem  could  be  so  altered  as  to  ensiue  these 
opportunities  to  all,  and  thus  permit  the  development  of  the 
faculties  of  the  intellect,  these  must  tend  to  raise  the  intellectual 
standard  of  the  w’hole  community  to  the  higher  level.  Fully 
developed  intellectual  faculties  might  thus,  conceivably,  become 

the  common  possession  of  all,  and  not  .subject  to  industrial 
exploitation. 

A state  of  society  in  wdiich  class  distinctions  of  economic 
origin  exist  cannot,  in  the  nature  of  things,  be  permanent  and 
stable.  Even  if,  liy  any  means,  tlie  harshness  of  the  extremes 
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of  nisery  and  want  oonld  be  appreciably  and  permanently 
softened,  the  ))iivileges  of  those  more  favronred  by  the  system 
mu!  t still  rankle  in"  the  breasts  of  the  dependent  classes  en- 
gen  lei'iiig  that  spirit  of  self-assertion  which  finds  expiession 


ill  [lolitical  and  other^  social  activities  tending  to  eliminate 


all  class  distinction. 


self-assertion  is,  so  far  as  it  seeks 


to  ?stablish  equality,  both  natural  and  right,  if  we  take  the 
view'  with  which  we  started  that  the  practice  of  the  purely 
alti  uistic  spirit  is  no  more  possible  than  that  of  the  purely 
egoistic,  and  that  there  must  be  such  a system  of  society  as 
\vil  permit  the  due  expression  of  self  as  well  as  allow  of  due 
coi  sideration  for  others.  Under  such  a S3'^steni  it  would  be 
imjiossible  for  extreme  selfishness  to  ai-tuate  social  activities, 
aiu.  the  gi\dng  of  self  for  others  would  be  uncalled  for. 

If  the  full  development  of  man  intellectually,  as  well  as 
ph  sicUillj',  is  dependent  upon  a certain  definite  industrial 
me  phanisni,  it  is  of  the  highest  importancci  that  the  true  relation- 
shi[)  between  intellectual  and  physical  labour  should  be  duly 
ap'  ireciated,  for  this  relationship  must  necessarily  be  incor 
po  ated  in  the  expedient  by  which  all  existing  exchange  values 
aix  to  undergo  gradual  readjustment. 


Under  our  present  competitive  sj’stem  intellectual  labour 
is  apparently  subject  to  the  economk^  laws  which  regulate 
ev'ry  other  phase  of  industrial  activity;  and  the  orthodox 
theory  of  value  which  is  deemed  to  be  comprehensive  enough 
fo]  the  whole  economic  regime,  must  obviously  apply  to  the 
values  arising  from  intellectual  labour.  Orthodox  political 
ec  momy  teaches  us  that,  to  possess  exchange  value,  an  object 
must  have  “utility”  and  present  somc^  “difficulty  of  attain- 
ment.” The  term  “utility”  is  here  to  be  understood  in  a 
so  new’hat  different  sense  than  is  associated  with  it  in  ordinary 
ns  ' • for  these  objects  of  “ utility  ” must  include  all  things, 
w]  icthor  of  a useful  or  harmfid  nature,  to  acquire  which  a person 
will  give  his  labour  or  its  equivalent.  The  values  assigned  by 
ec  momic  forces  to  the  products  of  physical  and  mental  labour 
cc  iisequently  bear  no  necessary  relationship  to  their  inti  insic 
me  value.  Thus  the  labour  applied  to  the  production  of  a 
b(  ok  however  useful  from  an  educational  or  moral  standpoint. 
In  t for  which  there  is  no  “ demand,”  is  applied  to  an  object 
p(  s.sessing  no  “ utilitv  ” in  the  economic  sense,  and  therefore 
a thing  of  no  value  ; on  the  other  hand  the  same  labour  applied 
tc  the  production  of  a book  which  appeals  to  the  baser  passions, 
and  therefore  morally  harmful,  is,  if  there  be  a demand  for  it, 
a thing  of  “utility”  possessing  value.  In  the  same  way,  the 
St  ivices  of  a Univeisity  Professor  engaged  in  the  teaching 
oj  error  so  flagrant  as  that  the  sun  revolves  round  the  earth, 


nay  be  highly  valued  and  able  to  command  a lucrative  post 
aul  lii«h  social  distinction;  w'hilst  the  services  of  the  faddist 
A\  lio  teaches  a truth  so  evident  as  that  the  earth  revolves  round 


tlie  sun  may  be  absolutely  worthless,  meriting  nothing  less 
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than  ostracism.  In  the  same  sense  the  great  volume  of  para- 
sitic wnalth  possesses  iitilit}^  and,  therefore,  exchange  A'alue. 

The  expression  “ difficulty  of  attainment  ” may  be  con- 
strued as  meaning  that  some  form  of  labour  is  necessary  for 
the  acquisition  of  the  object  in  question  : — 

“ What  is  bought  with  money  or  witli  goods,  is  purchased  by 
labour,  as  rnucli  as  what  we  acquire  by  tlie  toil  of  our  own  bod\  . 
That  money,  or  those  goods,  indeed,  save  us  this  toil.  Tliey  contain 
the  value  of  a certain  quantity  of  labour  which  we  exchange  for 
what  is  supposed  at  the  time  to  contain  the  value  of  an  eciual 
quantity.”— Adam  Smith,  ‘ Wealth  of  Nations,’  Bk.  I.  chap.  v. 

Noav  while  this  statement  ma}'  be  near  enough  the  truth  as 
regards  the  actual  production  and  distribution  represented 
b}’^  nearly  the  Avhole  of  industry,  it  is  also  made  to  apph’’  to  the 
valuation  of  a class  of  Avealth  not  jiroducible  by  ordinary  in- 
dustrial methods  and  to  the  nature  of  AA^hich  the  exceptional 
products  of  the  intellect  seem  to  bear  a certain  affinit3^  Thus 
a distinction  is  recognized  b3^  economic  AA'riters  betAA'een  those 
commodities  of  Avhich,  like  ancient  sculjffures,  paintings  1,13’  old 
masters,  rare  books,  old  coins,  the  supply  cannot  be  increased, 
and  those  of  Avhich  the  suppl3^  may  be  increased  indefinitely  b3' 
the  application  of  labour.  The  former  are  exceptional  and 
are  said  to  have  a scarcity  value  which  is  regidated  113^  “ demand 
and  supply  ” ; the  values  of  the  latter,  and  much  larger  class, 
are  regarded  as  being  determined  mainly  by  their  cost  of  pro- 
duction, the  variations  in  market  price,  aboA'e  or  beloAv  the 
natural  cost  Axilue,  and  due  to  trade  fluctuations,  being  adjusted 
by  the  operation  of  the  laAV  of  “ demand  and  supply.”  Tliis 
distinction  suggests  that,  notAA'ithstanding  the  great  care  taken 
in  the  definition  of  terms,  confusion  is  caused  lyy  the  use  of  the 
expression^  “ exchange  value  ” to  express  tAvo  fundamentally 
different  kinds  of  value.  It  may  be  right  to  describe  tlie  A'alnes 
of  the  commodities  in  the  first,  or  exceptional,  categories  just 
mentioned  as  “ exchange  A^alues  ” in  the  sense  that  they  ex- 
change for  values  expressed  in  the  medium  of  exchange,  but 
they  evidently  do  not  possess  the  labour-basis  of  exchange 
upon  AA'hich  the  exchange  A^alues  of  industrial  production  rest. 
A great  painting  by  an  old  master  obA’ioush'  could  not  be  I’c- 
Jiroduced  by  any  amount  of  labour,  and  the  price  paid  for  such 
a Avork  of  Art  cannot  therefore  be  taken  as  an  indication  of  the 
(piaiitity  of  labour  it  is  supposed  to  contain,  or  the  amount  of 
toil  it  would  save  the  purchaser.  A rare  AA'ork  of  art  of  this 
nature  is  priceless,  and  the  value  set  upon  such  a Avork  is  to  be 
regarded  as  no  more  than  an  index  of  the  strength  of  the  desire 
to  possess  it  influencing  tlie  purchaser  Avho  could  not,  in  in- 
numbercdile  cases, ^ possibly  ]iroduce  such  a Avork,  or  effect  its 
production,  by  his  Airhole  life’s  labour  ; he  can,  lioAA'eA'cr,  ex- 
change the  Avealth  he  has  amassed,  based  on  other  jieople  s 
labour,  up  to  the  limits  of  his  possessions  and,  Avere  he  tAvice  as 
^'ealtli3q  might  give  double  the  price.  The  principle  of  mutual 
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exduinge  of  labour  such  as  underlies,  but  fails  to  find  adequate 
ex])  -essioii,  tlirough  industrial  processes  cannot  be  said  to  exist 
in  s leh  transactions  as  these. 

Now  the  exceptional  products  of  the  intellect  ore  of  the 
nat  ire  of  these  works  of  art  and  like  them  not  susceptible  of 
valuation  by  ordinary  labour  standards.  Thus,  in  the  case 
of  an  invention  which  confers  great  and  permanent  benefits 
on  lumanity,  it  would  be  physically  impossible  for  the  inventor 
to  receive  from  future  generations  anything  in  the  form  of 
we0 1th  in  exchange  for  the  product  of  his  brain. 

To  secure  inventors,  artists,  and  'u'riters  some  material 
benefits  in  return  for  their  intellectual  effort,  patent  laws  and 
copyright  laws  have  been  devised  for  creating  a limited  and 
artificial  exchange  value  in  their  products  and  adapting  the 
san  e to  the  processes  of  industry  and  commerce.  The  necessity 
of  granting  to  such  mental  workers  what  virtually  amounts 
to  a limited  monopoly  in  their  own  pioduction,  is  itself  an 
evil  lence  that  nothing  essentially  of  an  exchange  value  naturally 
attaches  to  the  more  exceptional  products  of  the  intellect. 
Th<;se  monopolies  may,  or  may  not,  be  the  means  of  securing 
ma  erial  reward  for  intellectual  effort ; great  fortunes  may  be 
am  issed  in  some  cases  within  the  prescribed  time,  while,  in 
other  cases,  the  utility  of  the  product  may  not  be  appreciated 
unlil  the  monopoly  has  expired,  when  the  intellectual  product 
it  Protected  becomes  as  free  as  the  air  and  without  exchange 
value.  It  may  occur  to  some  that  a no^'el,  of  which  the  copy- 
right has  expired,  being  still  “ on  the  market  ” has  an  inherent 
exchange  value.  The  exchange  value  in  such  a case,  however, 
attaches  not  to  the  subject  of  the  copyright  or  patent  but  to 
the  material  product  of  the  physical  labour — ^the  book  or  the 
machine — in  which  they  are  embodied.  This  is  exactly  what 
tal  es  place  whenever  the  free  physical  agents  are,  by  the  appli- 
cation  of  labour,  rendered  more  serviceable  to  society.  Water 
is  ree  ; anyone  may  collect  the  rain  as  it  falls  and  use  it  free  of 
charge;  but  if  we  want  it  in  the  much  more  convenient  form 
of  I permanent  water-supply  installed  in  the  home,  we  naturally 
ha  re  to  pay  for  the  labour  value  accumulated  in  the  reservoir, 
im  ins,  pipes,  and  taps.  Air  too  is  free  : but  if  we  wish  to 
foi  ce  it  into  the  tyre  of  a motor-car  or  use  it  for  the  better  ven- 
tilation of  a mine,  we  must  pay  for  the  air-pump  or  ventilating 
nu  chinery,  because  the  labour  applied  to  their  production  gives 
thorn  exchange  value. 

The  industrial  system  is,  of  course,  caiTied  on  mainly  by 
tho  exercise  of  ordinary,  not  extraordinary,  intelligence  and, 
as;  .liming  that  the  indu.strial  system  permitted  general  develop- 
ni(  lit  so  that  all  stood  on  about  the  same  intellectual  level, 
th  ne  could  be  no  exchange  value  attached  to  the  product  of 
th  i intellect.  This  is  the  condition  attaching  to  our  hypothetical 
ca^e  in  which  the  value  is  created  by  physical  labour  alone, 
th3  mental  effort  necessary  being  a common  factor.  The  two 


men  might,  by  our  jiresent  standards,  be  deemed  dull  or  of  great 
intelligence,  but  so  long  as  they  were  intellectually  equal,  ec[ual 
labour  effort  would  be  of  the  same  value.  It  will  no  doubt 
occur  to  many  people  that  absolute  equality  of  intellect,  even 
if  all  intellects  have  the  opportunity  to  develop,  is  scarcely 
conceivable,  and  that  there  must  be  some  slightly  above  and 
others  slightly  below  the  average,  a condition  which  might 
presumably  modify  the  results  to  be  expected  from  our  theory. 
In  this  respect  it  may  be  pointed  out,  in  the  first  place,  that  if 
such  differences  in  intellect,  or  differences  in  skill,  were  the 
only  causes  of  the  economic  differences,  and  that  industrial 
contrasts  were  only  in  proportion  to  the  intellectual  contrasts 
or  differences  in  skill,  we  should  have  a sufficiently  close, 
approximation  to  equality  as  to  fully  justify  our  expedient. 
If  one  man  could  do,  either  by  reason  of  superior  intelligence 
or  skill,  in  six  days,  what  it  would  take  another  man  seven 
days  to  do,  or  even  if  one  man  could  do  the  same  work  in  half 
the  time  of  another  man,  these  differences  would  not  account 
for  the  great  extremes  of  wealth  distribution  associated  with 
our  present  system  in  which,  at  one  extreme,  there  are  those 
that  can  barely  earn  a living,  while  others,  at  the  other  extreme, 
can  roll  in  luxury.  It  may  reasonably  be  concluded,  therefore, 
that,  at  the  very  most,  such  slight  advantages  in  intellect  could 
only  result  in  correspondingly  slight  industrial  advantages. 
In  the  second  place,  howrever,  if  we  are  to  judge  by  present 
tendencies,  such  a condition  would  practically  amount  to  ab- 
solute equality.  Amongst  large  classes  of  labour  which  are 
regarded  as  industrially  equal  there  are,  even  now%  on  the  same 
bench  or  at  the  same  desk,  individuals  of  unequal  calibre,  wdio, 
w'hile  being  paid  as  of  equal  value,  turn  out  a little  more  or  a 
little  less  than  the  average.  We  have  even  superior  men 
occupying  subordinate  positions,  and  the  probability  is  that 
if  the  great  industrial  system  could  be  made  to  yield  anything 
like  its  capacity  to  the  individual  any  difference  due  to  intellect 
or  skill  w'oiild  be  comparatively  insignificant. 

The  remarks  here  made  with  regard  to  the  intellectual 
factor  assumes  the  correctness  of  the  popular  view^  as  to  in- 
tellectual differences  ; the  real  truth  may  be  that  these  differ- 
ences are  not  so  great  as  is  popularly  supposed,  and  it  should 
be  remembered  that  it  is  largelj’  a question  of  intellect  being 
its  own  judge. 

That  labour  is  the  basis  of  cxtiiange  value  in  the  sense 
that  it  creates  this  value  is  quite  true,  but  in  the  sense  that 
it  is  the  basis  of  a labour  measure  of  value  it  is  not  true.  \\’erc 
labour  the  standard  of  exchange  value,  the  real  value  of  a 
commodity  should  vary  with  the  amount  of  labour  it  embodies, 
wLereas,  under  present  conditions,  the  most  laborious  work 
is  of  the  least  value  ; moreover  labour,  being  subject  to  the 
umestiicted  action  of  economic  forces,  acquires,  like  commodities, 
a natural  value  (in  the  sense  of  the  economists)  and,  like  them. 
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risps  nnd  f Polls  PuIiovg  fiud  l>clow  tliis  iifiliirPol  v<diiG  iindGr  tliG 
inUnencG  of  dGmand  and  su])ply.  Thus  the  vahiG  of  labour 
itsel"  bGComes  subjGct  to  tho  complGX  action  of  blind  Gconomic 
fo7'ci‘S,  and  tliG  actual  producing  power  of  labour  consequently 
beais  no  direct  connection  with  the  value  of  the  commodity 
to  V bich  it  has  been  applied. 

The  institution  of  a standard  of  exchange  value  based  upon 
Irdwur  would  mean  that  the  labour  of  one  man  would  be  ex- 
changed for  an  equal  amount  of  labour  of  another  man  without 
ded  iction  for  parasitic  wealth,  and  the  many  forms  of  waste 
tha1  go  to  make  up  the  great  industrial  burden.  It  would 
mean'^that  a man  could  secure  the  full  reward,  or  wages,  of 
his  labour  and  increasing  real  wages  would  be  synonymous 
with  an  increased  portion  of  real  wealth.  Two  men,  in  a 
primitive  condition  of  society,  exchanging  the  products  of  equal 
quaatities  of  labour  would  not,  of  course,  be  able  to  live  in 
luxury;  but,  assuming  that  they  retained  the  labour-standard 
of  ( xchange  through  the  whole  course  of  progressive  industry, 
the  immense  advantages  which  modern  methods  make  possible 
cou  d not  be  diverted  into  other  channels  leaving  the  two  pro- 
ducu’s  substantially  in  their  primitive  condition.  Preserving 
the  ])rinciple  of  equal  labour  effort  in  the  exchange,  and  both 
adepting  the  improved  methods  which  s(dence  and  mechanical 
genius  have  conferred  upon  modern  society,  the  result  would 
olniously  be  an  enormous  increase  of  their  individual  wealth 
or  wages.  The  contrast  between  the  “ wages  of  labour  ” in 
the  j)i  imitive  condition  and  the  “ wag(;s  of  labour  ” in  the 
im] 'loved  condition  suggests  the  fabulous  loss  which  modern 
soc  ety  suffers  through  an  inadequate  system  that  allows  blind 
economic  forces  to  regulate  our  industrial  activities. 

Unless  an  alteration  of  the  industrial  system  can  be  made 
wh  ch  will  produce  a more  equitable  distribution  of  wealth  or, 
in  >ther  w^ords,  a very  considerable  incr(iase  in  the  real  wages 
of  he  masses  of  the  people,  the  industrial  outlook  is  as  hopeless 
as  it  ever  was.  The  following  quotation  from  Ricardos 
‘ P 'litical  Economy,’  involving  the  “ circulus  in  probando,” 
nuiv  'jierha^is  serve  to  enforce  the  hopelessness  of  the  economic 
ou  look,  so  far  as  the  orthodox  economists  are  concerned, 
for  it  seems  to  Havour  of  absolute  impotence  : — 

“ Tims  Ihon,  willi  every  improvement  of  society,  with  every 
increase  in  its  capital,  tlie  market  wages  of  labour  will  rise  ; but  the 
pel  mauence  of  their  rise  will  depend  on  the  quest  ion  whether  the 
luv  lira!  ]u*ice  of  labour  has  also  risen ; and  this  again  will  depend 
on  the  rise  in  natural  price  of  those  necessaries  on  which  the  wages 
of  labour  are  exjiended.” — ‘ On  Wages,’  chap.  v. 

As  the  value  of  these  necessaries  “ on  which  the  wages  of 
labour  are  expended”  are  themselves  dependent  upon  labour, 
the  argument  may  be  appropriately  compared  to  an  economic 
pussy  running  after  its  own  tail.  The  seriousness  of  the  situation 
may,  perhaps,  be  more  clearly  realized  by  reflecting  that  the 
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actual  reforming  activities  of  modern  society,  so  far  as  they 
relate  to  economic  problems,  amount  to  no  more  than  this 
amusing  feline  operation. 

The  institution  of  a labour  standard  of  exchange  seems 
an  absolute  necessity  as  a basis  for  a reconstituted  industrial 
system.  The  conditions  of  such  a labour  standard  have  here 
been  formulated  and  considered  ; its  application  to  our  present 
industrial  system  is  to  be  effected  by  the  expedient  of  an 
Industrial  Counterpoise. 


0 
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CHAPTER  XII. 

The  Industrial  Counterpoise. 

The  present  speculative  system,  actuated  by  blind  economic 
forces,  cannot,  as  our  theoretical  considerations  show,  and  as 
actiul  experience  indubitably  proves,  be  alt  ered,  or  even  appre-  j 

ciably  modified,  by  the  application  of  any  number  of  reforms  | 

whicii  leave  the  speculative  element  dominant.  The  result  I 

of  su  jh  reforms  amounts  to  no  more  than  a mere  shifting  of  the  | 

incid3iice  of  poverty  and  wealth,  and  leaves  competition,  in  | 

the  nain,  free  to  shape  the  general  features  of  industry  so  I 

familiar  in  the  extremes  of  prodigious  wealth  and  stupendous  | 

povedy,  wdth  its  concomitants,  misery,  dejiravity,  physical  and  I 

mental  agony,  and  those  conditions  which  foster  the  growth  I 

of  the  spirit  of  enmity  and  stifle  the  spirit  of  amity.  The  satis-  | 

factory  solution  of  the  industrial  problem  depends,  then,  upon 
the  ntroduction  of  an  effective  regulating  principle  that  will 
subsi  itute  order  and  certainty  for  speculation  and  uncertainty. 

Such  a regulating  principle  forms  the  basis  of  the  new  standard 
of  exchange  which  the  proposal  now  to  be  explained  seeks  to  >. 

appl  / to  industry. 

The  evolutionary  process  consists,  as  w'e  have  seen,  in  the 
continual  adaptation  of  innovations,  or  new  departures,  which 
wdll  make  the  thing  in  question  different  to  what  it  was  before. 

It  is  not  enough  to  develop  a new  principle  or  idea ; the  evolu- 
tionary step  is  not  complete  until  such  jirinciple,  or  idea,  has 
beer  introduced  into  the  organism  by  such  a suitable  modification 
of  its  parts  as  will  permit  the  full  exercise  of  the  new  functions 
and  e\entual  complete  assimilation.  Ideas  of  flying-machines  | 

have  long  exercised  our  imagination  ; the  machine  itself,  how-  fl 

ever,  has  evolved  only  as  the  mechaniial  means  have  been 
devised  for  the  practical  application  of  those  ideas  and  theories,  | 

the  success  of  which,  it  may  be  noted,  is  largely  due  to  experi-  ' 

ment.  So,  in  the  domain  of  sociology,  social  ideals  and  theories  j 

are  abundant  ; but  society  does  not  evolve  in  accordance  with  ' ■ 

thete  ideas  and  theories  until  such  alterations  of  social  structure 
hav?  been  made  as  will  permit  their  practical  application  and 
assi  nilation. 

Now  the  conditions  enunciated  in  our  new  standard  of 
exc  lange  ma}%  or  may  not,  constitute  a new  idea  in  itself,  but 
the  combination  would  be  new  to  the  industrial  system,  and  its 
ado  ition  as  the  regulating  principle  w'oukl  thus  constitute  a new 
dep  u'ture,  an  industrial  innovation.  The  quest  ion  that  will  mainly 
con3ern  us  now',  therefore,  is  the  means  by  which  the  theory 
is  to  be  ])ractieally  applied  to  existing  industrial  institutions 
wit  1 a suliicdently  detailed  consideration  of  the  structural 
alterations  thereby  necessitated  to  enable  us  to  adequately 

estimate  the  broad  results  that  must  follow. 
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Our  i)('w  st;’.nd:'.rd  of  excliange  innplics  ilie  centralized 
control  of  the  c()nq)lete  industrial  ]irocess  as  a])])licd  to  a com- 
munity of  ])roduccrs  and  consumers  of  equal  industiial  calibre. 
This  further  implies  an  industrial  organization  designed  to 
attain  the  definite  end  contemjilated,  which  mca.ns  that  the 
industrial  operajtions  of  production,  distiibution,  and  exchange 
must  be  under  centralized  control,  and  that  the  organization 
must  include  the  systematic  centralizing  of  economic  “ demand,” 
so  that  production  and  distribution  may  be  directed  accordingly. 

A complete  transformation  of  the  industrial  s\  sten  , t 
one  stroke,  either  on  this  or  anj^  other  principle  is,  of  course, 
beyond  the  power  of  any  man  or  of  any  body  of  men.  The 
immediate  transference  of  one  half  of  the  working  population 
from  their  present  wasteful  occupations  to  productive  occupa- 
tions would  alone  involve  innumerable  and  far-reaching  changes, 
the  extent  and  direction  of  which  it  would  be  impossible  to 
foresee  in  the  absence  of  any  effective  means  of  gauging  the 
new  “ demands  ” that  alone  could  dictate  the  channels  into 
which  industry  should  be  turned.  The  distinction  of  classes, 
too,  would  be  an  insuperable  obstacle  to  the  equitable  adjust- 
ment of  social  relationships.  This  transformation  must  come 
so  gradually  that  dislocations  of  industry  as  well  as  the  clashing 
of  incongruous  social,  or  intellectual,  elements  will  not  occur. 
Although,  then,  our  new  standard  of  exchange  cannot  be  applied 
so  as  to  reorganize  the  whole  system  directly,  it  can  be  applied 
to  the  organization  of  a portion  of  industry  limited  to  the  low’est 
grade  of  labour,  and  be  made  to  act  indirectly  upon  all  industry 
on  the  principle  of  a counterpoise.  This,  as  w'e  shall  endeavour 
to  show,  would  accomplish  the  double  purpose  of  regulating 
industry,  by  preventing  extreme  fluctuation,  and  fixing  the 
minimum  standards  of  wages  and  w^orking  conditions  that 
could  operate  anywhere. 

The  Industrial  Counterpoise  wdll,  therefore,  take  the  form 
of  a State  organization  of  industry  w’hich,  w’hile  open  to  the 
whole  State,  is  designed  to  deal  with  one  grade  of  labour  and 
that  the  lowest.  The  separation  (by  the  de\dce  to  be  explained) 
from  general  industry  of  this  low'est  grade  of  labour  upon  w’hich 
to  rear  the  new  organization  thus  incorporates  the  third  con- 
dition of  our  new  standard  of  exchange  requiring  a class  of 
labour  of  approximately  equal  industrial  calibre. 

Needless  to  say  the  State  would  have  to  provide  the 
necessary  capital,  and  lay  it  out  in  the  lands,  buildings,  machinety, 
implements,  necessary  for  carrying  on  the  various  industries 
to  w'hich  the  particular  class  of  labour  could  be  applied,  as 
well  as  in  stocks  of  food,  clothing,  &c.,  w’ith  which  to  commence 
operations.  Agriculture  and  horticulture  would,  no  doubt, 
occupy  a position  of  importance  in  the  scheme  of  industries, 
and  while,  at  the  outset,  the  application  of  the  labour  would 
be  largely  determined  by  the  labour  offering  itself  for  organiza- 
tion, future  applications  would  be  made  in  accordance  with  the 
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ands  ’ cx]iressed  tliroiigli  the  .specially  dcvi.sed  channel. 
Dcation  of  the  industries  would  naturally  be  made  with 
V to  public  convenience  so  that  they  might  be  accessible 
whole  community.  The  distributive  side  of  the  organiza- 
■onld  be  represented  by  retail  stores  into  which  the  products 
5 labour  would  be  received  for  distribution  amongst  the 
IS.  The  whole  would  be  under  the  control  of  a Central 
>rity  responsible  to  Parliament. 


1 he  industry  organized  under  this  scheme  would  be  applied 
to  the  production  and  distribution,  directly  or  indirectly,  of 
the  I ecessaries  and  luxuries  required  by  the  workers  under 
the  S:ate  organization,  not  for  sale  on  the  open  market.  The 
pro\-i!;ion  of  public  work  for  the  unemployed  and  poor  is,  of 
cours' s no  innovation  ; but  the  employment,  of  labour,  whether 
as  relief  work  or  not,  in  the  production  of  (iommodities  for  sale 
on  th3  open  market  can  have  no  other  effect  than  the  di.splace- 
ment  of  labour  elsewhere  without  even  a tendency  to  reduce 
the  1 ormal  percentage  of  unemployment  and  poverty.  That 
this  act  was  recognized  two  hundred  yc;ars  ago  is  evinced 
by  the  words  of  Defoe  : “ If  they  will  employ  the  poor  in  some 
manuPacture  which  was  not  made  in  England  before,  then 
they  rffer  at  something  extraordinary.  Bub  to  set  poor  people 
at  wo  rk  on  the  same  thing  that  other  poor  p<3ople  were  employed 
on  before,  and  at  the  same  time  not  increase  the  consumption, 
is  gi\ing  to  one  what  you  take  away  from  another,  putting  a 
vagabond  in  an  honest  man’s  employment,  and  putting  dili- 
gence on  the  tenters  to  find  out  some  other  work  to  maintain 
his  family.”  The  expression  of  Defoe  “ and  at  the  same  time 
not  increase  the  consumption  ” seems  to  suggest  a vague  recog- 
nitior  of  the  fact  that  for  this  extra  “supply  ” there  ought  also 
to  be  an  extra  “ demand  ” to  balance  it. 


1 he  labour  under  the  new  organization  here  contemplated 
woulc.,  therefore,  be  directed  so  as  to  produce  only  in  accordance 
with  the  expressed  “ demand  ” of  those  employed,  which 
“den  and”  would  be  centralized  in  the  h.ands  of  the  Central 
Authority  for  this  purpose.  The  greater  the  “demand”  the 
great- u'  the  volume  of  industry.  With  this  direct  adjustment 
there  could  be  no  possibility  of  a speculati\^e  production  taking 
place  to  disorganize  labour. 
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b has  been  stated  that  the  industrial  organization  would 
signed  for  one  grade  of  labour,  and  this  the  lowest.  Tlu 
■cation  of  this  grade  would  be  deter]nined  by  the  initia 
fixed  upon  for  the  State  Industries.  The  fixing  of  the 
I wage,  when  commencing  operations,  would  be  one  of  the 
important  matters  to  be  considered,  lor  the  State  Indus- 
would  be  open  to  all  who  could  not  find  employment  ir 
j<d  industry  at  a higher  wage  than  the  one  I'uling  in  the 
industries  for  the  time  being,  and  it  follows,  therefore 
he  higher  it  was  placed  the  greater  the  attraction  to  labemr 
tiitXcu  w ^e  inu._t  tlius  be  fixed  arbitre.rily  without  regaie 
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to  the  actual  value  of  the  labour,  and  mu.st  be  fixeel  so  low  as 
to  attract  only  labour  in  managealde  quantities,  for  an  influx 
of  labour  in  quantities  that  could  next  be  properly  ox’gaiiize'el 
woulel  only  le;ad  to  di.saste]-.  While  the  initial  wage  could  be 
fixed  as  high  as  considerations  of  safety  and  efficient  organiza- 
tion would  permit,  it  would  be  better  \o  err,  if  at  all,  on  the 
side  of  lowness,  for,  after  all,  the  initial  wage  would  onlv  be 
a temporary  one,  and  would  in  due  course  be  based  upon  the 
actual  value  of  the  produce  of  the  labour,  rising  gradually  and 
permanently  with  the  increased  efficiency  of  the  laboui’  and 
of  the  organization. 

Whatever  the  initial  wage  might  be,  it  would  be  ]xaid  to 
all  alike,  men  and  women,  Avho  Avould  thus  be,  for  all  practical 
purposes,  of  equal  industrial  A^alue,  for  they  would  come  mainly 
from  the  grade  of  lowest  industrial  efficiency. 

With  regard  to  the  condition  of  our  new  standard  of  ex- 
change that  “demand”  and  “supjxlv”  be  under  control,  and 
consequently  intelligently  adjusted,  ‘it  is  obAious  that  if  the 
employees  at  the  State  industries  Av^ere  paid  in  the  ordinary 
currency,  they  could  spend  their  earnings  wherever  they  pleased, 
and  the  demands  thus  expressed  would  go  through  the 
iLsual  competitive  channels.  The  Central  Authority  of  the 
State^  industries  would  consequently  have  no  guarantee  that 
the  “ demands  ” necessary  to  the  proper  organization  of  the 
laboui  would  reach  them.  To  obviate  this,  and  to  concentrate 
“demand  ” automatically  in  the  hands  of  the  Central  Authority, 
pa3"ment  of  wages  avouM  be  made,  not  in  current  coin,  but 
in  a .special  paper  money.  This  paper  Avould  be  of  the  .same 
denomination  as  coin-pounds,  shillings,  and  pence,  or  dollars 
and  cents,  as  the  case  may  be — and  would  have  the  condition 
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attached  to  it  that  it  be  presented  at  the  State  Stores  in  ex- 
change for  goods  Avithin  a ceilain  time.  To  ensure  emploA'inent 
reasonable  that  the  State  should  require,  in  letuin, 
the  “ custom  ” or  “ demands  ” of  those  emplo^X'd,  so  that  for 
ever\  pound  or  dollar  paid  aAv^ay  in  labour,  it  Avould  receiA'o 
the  demand  for  a pound  or  dollar’s  Avorth  of  the  produce  of  .such 
labour.  The  paper-money  is  simply  the  dcnice  for  effecting 
this.  In  paper-using  countries  this  innoA^ation  of  a special 
paper  money  Avill  not  appear  so  great  a noA^elty  as  it  does  in  the 
British  Isles,  Avhere  paper  money,  so  far  as  the  great  masses 
are  concerned,  is  an  altogether  unfamiliar  medium  of  exchange. 
British  Postal  Orders  Avhich  range  in  amount  from  sixpence 
to  a guinea  and  to  Avffiich  a time  limit  is  attached,  although 
designed  for  a special  purpose,  approach  \'ery  closely  to  a paper 
money,  and  do  actuallj'^  perform  the  function  of  moncA"  to  a 
considerable  extent  \ this  fact  should  tend  to  moderate  aiiA’ 

extreme  prejudice  Avhich  such  an  innovation  might  excite  iii 
this  countiy . 

An  important  function  of  the  paper  money  would  also  lie 
the  virtual  separation  of  State  from  other  workers  for  industrial 
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purposes  without  an  actual  social  segregation.  The  expedient 
of  the  “■  colony,”  requiring  the  separation  and  isolation  of  part 
of  tilt'  community,  can  scarcely  be  expected  to  adapt  itself  to 
modein  industrial  conditions,  and  could  never,  therefore, 
become  a permanent  institution.  The  expedient  of  the  paper 

money  does  away  with  any  necessity  for  colony  barriers  ; the 

* * * < <• 

industrie-5  could  be  established  in  and  around  other  centres  of 
industry,  and  the  State  workers  could  live  mingled  in  the  general 
popidation,  without  any  outward  distinction. 

The  new  currency  woidd  be  quite  sufficient  to  separate 
one  industry  from  the  other  and  the  “colony  ” idea  is,  there- 
fore, altcgether  foreign  to  the  present  proposal. 

The  special  pajDer  money  would  naturally  circulate  to  a 
small  ex  tent  with  the  coin  of  the  realm  fc>rming  a double 
currency  by  the  interchange  of  which  the  State  industries 
would  be  brought  into  a more  intimate  relation.ship  with  general 
industry.  This  interchangeability,  though  so  limited  in  scope, 
would  a ipreciably  mitigate  the  harshness  that  must,  at  the 
outset,  necessarily  attend  the  restrictions  imposed  upon  the 
State  wo  -kers  by  the  use  of  the  paper  money. 

The  wages  of  those  employed  at  the  State  industries 
would,  as  already  stated,  be  paid  in'  a currency  of  the  same 
denomination  as  the  existing  monetary  medium — ^the  pound 
or  dollar  — ^and  gold  would,  therefore,  still  remain  the  monetary 
standard  The  goods  produced  in  the  Stat(i  industries  and 
distribut'd  through  the  Stores  would,  consequently,  be  priced 
in  the  sime  denomination,  to  this  extent  adapting  the  new 
industrial  organization  to  actual  industrial  conditions. 

In  c lie  important  particular,  the  process  within  the  State 
Stores  wuild  be  totally  unlike  the  process  in  general  industry. 
Whereas  in  ordinary  industry,  the  retail  prices  are  based  mainly 
upon  the  cost  of  production,  the  prices  in  the  State  industries 
would  h ive  no  reference  to  their  cost  of  production.  The 
goods  would,  in  fact,  be  priced  at  the  values  ruling,  for  the 
time  bei  ig,  in  private  industry  for  similar  articles.  The  main 
reason  f(  r this  is  that  the  object  of  the  whole  scheme  requires 
the  esta  jlishment  of  new  exchange  values  based  upon  the 
actual  pi  oducing  power  of  labour ; this  cannot  be  accomplished 
by  merely  reckoning  the  cost  of  production,  in  the  usual  way, 
because  all  present  labour  cost  is  based  upon  the  values  as  fixed 
by  comp  >titive  conditions  which  divert  labour  into  unproductive 
channels  To  what  extent  labour  is  thus  deprived  of  its  reason- 
able rec(  mpense  cannot  be  determined  until  the  means  have 
been  de\  ised  for  the  direct  application  of  labour  to  actual,  as 
opposed  to  parasitic,  wealth  production,  and  this  expedient 
must  ne<  essarily  eliminate  all  wasteful  applications  of  labour. 
The  valu3  of  the  wealth  produced  by  this  new  industrial  organi- 
zation v'nuld  thus  be  eqqiraised  n,t  already  exi.sting  rates. 

The  labour  at  the  State  industries  being  applied  only  to 
the  production  of  real  wealth  which  is  supplied  to  the  producers 
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themselves  at  the  full  retail  value,  instead  of  being  sold  to 
merchants  and  middlemen  at  a greatly  reduced  price,  the 
workers  at  the  State  industries  receive  the  full  value  of  their 
labour  without  deduction  for  the  upkeep  of  wasteful  or  parasitic 
industry".  The  amount  per  head  of  the  wealth  produced  can 
onl\  be  ascertained  when  it  has  been  actuallv  valued  by  current 
prices,  and  these  are  consequently  the  prices  at  which  it  is 

supplied  at  the  State  Stores  in  exchange  only  for  the  special 
paj^er  money. 

It  has  been  said  that  the  initial  wage,  fixed  arbiti’arilv, 
would  be  only  temporary.  The  method  of  appraising  the  value 
of  the  wealth  created,  just  explained,  will  make  the  reason  of 
this  clear,  for  there  can  be  no  certain  means  of  valuing  the 

productive  powder  of  the  labour  until  the  produce  of  that  labour 
has  been  valued. 

products  of  the  State  industries  would  be  valued 
periodically — quarterly  or  half-yearly  as  might  be  found 
necessary  and  the  initial  wage  would,  therefore,  be  operative 
only  until  the  periodical  valuation  had  shown  that  the  average 
wealth  created  exceeded  this  initial  wage,  when  the  latter 
"would  be  increased  to  the  higher  figure. 

The  valuation  of  the  actual  wealth  created  w'ould  also  be 
the  basis  for  future  increases  of  the  wage.  The  class  of  labour 
employed  at  the  commencement  would  be  the  least  efficient, 
and  may,  therefore,  be  expected  to  produce  a comparatively 
small  wage  or  average  amount  of  wealth.  But  the  training 
of  the  labour,  and  the  increased  efficiency  resulting  from  regiilar 
employment  and  improved  organization,  with  the  increased 
use  of  machinery,  must  produce  a constant  tendency  to  the 
increase  of  the  aggregate  wealth.  As  the  average  wealth- value 
per  head  increases,  the  periodical  valuation  will  show'^  it,  and  the 
wage  must  be  increased  by  the  issue  of  additional  ]iaper  money 
to  cover  it ; for,  unless  this  is  done  there  will  be  a certain 
amount^  of  w-ealth  on  hand  in  the  Stores  which  would  never 
be  distributed.  Thus  the  wage,  wffien  once  fixed,  increases  auto- 
niatically  with  the  increase  of  wealth  produced. 

It  may  be  noted,  too,  that  this  w'a^e  would  form  a minimum 
below  which  labour  could  not  be  forced,  even  in  priA^ate  industrjq 
or  the  State  Industries  would  be  open  to  all  who  could  not  do 
better  elsewhere.  It,  therefore,  becomes  a National  Minimum 
Wage  on  an  economic  basis,  possessing  a,n  inherent  tendency 
to  rise  with  increasing  productive  capacity,  driving  up  wages 
in  priA'ate  industry  before  it.  The  successiA^e  increments  of  the 
luinimum  wage,  taking  place  at  interA'als,  AA’ould  alloAA'  time 
tor  the  adaptation  of  industrial  conditions  to  the  ncAV  Avage  ; 
he  changes  consequent  on  the  adoption  of  the  industrial  counter- 
poise would,  therefore,  come  about  gradually  and  all  risk  of 
sudden  dislocations  avoided. 

acljustments  of  the  ncAv  relationships  that  must  in- 
eA'itabl}^  arise  betAveen  the  Avorkers  at  the  State  Iiidus,trie.s 
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woiiM  be  a matter  of  comparatively  little  difficulty  owing  to 
the  V orkers  consisting  of  mainly  one  grade  of  labour,  and  would 
resob  e itself  largely  into  a system  of  accountancy  by  which 
the  ( aily  or  weekly  output  per  head  in  the  many  different 
occuj  ations  would  be  so  tecorded  as  to  form  reliable  data  for 
fixing  equivalent  labour  effort  as  between  the  various  industries. 

'^’he  principle  operating  within  the  State  organization  is, 
obviciisly,  the  opposite  of  the  competitive  principle  actuating 
industry  outside,  for,  although  the  State  industries  would  be 
conducted  outwardly  on  similar  lines,  the  aggregate  wealth 
prodi  ced  comes  to  be  equally  divided  amongst  the  producers 
through  the  particular  method  of  payment;  the  principle  of 
mutuil  co-operation  is  therefore  embedded  in  the  system, 
although  the  w’orkers  themselves  need  not  be  directly  cognisant 
of  it  Those  working  at  the  States  Industries  would,  in  fact, 
have  no  more  to  do  with  the  carrying  out  of  the  mutually  co- 
opera  Dive  principle  than  workers  have  in  carrying  out  the 
comp  ititive  principle  in  private  industry ; the  two  counter- 
acting ; principles  w'ould  both  alike  actuate  their  respective 
systems  without  any  conscious  participation  on  the  part  of  the 
work(  rs  themselves. 

I b will,  no  doubt,  occur  to  many  people  that  those  employed 
at  thi  State  industries  would  not  be  able  to  produce  every- 
thing they  required,  especially  foreign  products  such  as  tea, 
coffee,  rice  and  oranges.  For  all  such  commodities  it  will  be 
necessary  to  send  abroad,  in  exchange,  a certain  amount  of 
the  p'oduce  of  the  State  industries.  In  other  words,  a certain 
proportion  of  the  produce  must  be  sold  on  the  open  market 
and,  ’ v'ith  the  proceeds  of  the  sale,  the  necessary  foreign  produce 
obtained  for  distribution  amongst  the  workers. 

These  dealings  with  private  industry  may,  perhaps,  appear 
to  be  a departure  from  the  main  principle  of  the  scheme.  This 
is  not  so,  however,  if  the  State  industries  are  treated  as  a unit 
in  th( ! transactions,  and  the  whole  of  this  business  done  by  the 
Centrd  Authority.  This  Authority  would  not,  of  course,  be 
actua  ted  by  the  same  commercial  spirit  as  prevails  in  industry 
gener  dly  ; it  would  not  be  in  the  position  of  having  to  obtain 
“ orders  ” to  keep  the  works  going  and  profits  up,  nor  of  being 
comp  died  to  offer  goods  at  a lower  price  to  undercut.  Never- 
theles  s,  the  placing  of  goods  on  the  open  market  and  the  taking 
of  goDds  off  would  have,  in  themselves,  similar  effects  to  the 
same  transactions  made  by  private  traders.  In  every  deal, 
how'e-^er,  with  private  industry,  there  would  take  place  two 
transi  actions  having  equal  and  opposite  tendencies.  The  placing 
of  g0  3ds  on  the  market  would  have  the  tendency  to  lower  the 
price  of  the  articles  in  question  ; but,  for  every  pound’s  worth 
of  goods  placed  on  the  market,  there  would  be  a pound’s  worth 
tak(U  off,  and  the  tendency  of  the  latter  would  be  to  raise  the 
price!  of  the  articles  affected.  Thus,  the  two  tendencies  counter- 
act eich  other  with  regard  to  their  total  effect  on  the  market. 


There  is,  how’ever,  a third  element  to  take  into  consideration 
in  the  National  Minimum  Wage  wiiich  w^ould  set  a limit  to  any 
downward  tendency  of  wages,  w’hether  from  fluctuations  con- 
sequent on  these  transactions  or  any  others,  and  any  variations 
in  price  due  to  such  fluctuations  w'ould  be  reflected  in  the  prices 
, at  the  State  Stores.  As,  however,  these  dealings  on  the  open 

1 market  would  be  done  with  regularity,  and  private  industry 

f would  naturally  adapt  itself  to  meet  them,  there  could,  even- 

’ tually  be  no  fluctuations  from  this  source,  serious  enough  to 

throw  men  out  of  w'ork  or  alter  prices.  The  economic  effect  » 
of  these  Exchanges  with  private  industry  may  be  more  clearly 
illustrated  by  reference  to  the  human  industrial  unit  or  in- 
dividual ; so  long  as  a man  has,  in  his  ow'n  possession,  sufficient 
land  and  tools  to  enable  him  to  provide  himself,  under  any 
I circumstances,  w'ith  all  he  needs,  he  could  make  any  exchanges 
with  others  that  he  might  find  advantageous  to  himself,  and 
certainly  without  fear  of  creating  competition  within  himself 
as  he  himself  is  indivisible.  In  the  same  way  the  State  in- 
dustries, treated  as  an  indivisible  unit,  could  make  these  dealings 
to  advantage. 

The  idea  of  an  Industrial  Counterpoise  naturally  implies 
^ a permanent  w'orking  connection  with  the  existing  system,  and 
not  a complete  substitution  of  it  or  of  an  isolated  organization 
unconnected  with  it. 


As  the  free  action  of  the  industrial  mechanism  will  con- 
tribute to  the  efficiency  of  the  dual  system,  it  is  important  that 
every  point  of  contact  should  be  as  close  as  possible  and  the 
adjustments,  due  to  industrial  changes,  allowed  the  greatest 
facilities.  The  importance  of  this  will  be  seen  when  we  reflect 
that  the  continual  upward  advance  of  the  Minimum  W^age 
! would  involve  a continuous  process  of  alteration  in  prices  in 
private  and  State  industry,  infinite  variations,  adjustments  and 
c readjustments.  There  should  consequently  be  no  obstacle 
Imposed  to  the  free  movement  of  labour  to  and  from  the  State 
Industries.  Any  labour  trained  there  and  eventually  able  to 
command  more  than  the  minimum  wage  in  private  industry 
would  be  free  to  go,  subject,  it  might  be,  to  a customary’  notice 
oi'  cGrtciiii  skilled  trades  ; any  less  efficient  labour  squeezed 
out  of  private  industry  would  be  equally  entitled  to  employ- 
ment at  the  State  industries,  and  might  receive  training  in 

department.  The  average  wealth  production 
ot  the  State  industries,  and  therefore  the  minimum  wage,  would 
consequently  be  the  result  of  the  activities  of  a body  of  labour 
m 'whicn  these  movements  were  regularly  taking  place. 

The  main  regulating  influence  of  the  “ Industrial  Counter- 
poise on  the  whole  system  w^ould  be  exerted  through  the 
gradual  raising  of  the  minimum  w'age,  w’hich  would  virtually 
amount  to  a nearer  and  nearer  approach  to  an  equitable  division 
of  wealth  throughout  industry,  both  State  and  private.  There 
being  no  surplus  unemployed  labour,  and  wages  being  at  a high 
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with  greater  regulanty,  ^^nnlrl  hp  gradually  reduced, 

with  \mrestiicted  ™ even  if  private  industry, 

the  scope  of  the  speculat  , ® ’•  the  State  industries. 

growing  less  and  ” within  the  State 

Tire  direct  control  of  of  “demand 

organ  zation  would  . *he  individual  “ demand  ” 

and  supply  ” m PC™*®  “fj?®*  ^ be  expressed  in  reference 

in  thi  i sphere  naturally  come  be  exp 

to  th.  economic  conditions  of  prices  to  it. 

of  the  jrsIS 

This  neans  that  the  n®^  ^ impossible  to  give 

of  all  workers.  State  or  P '™*®;,  "Incepting  under  conditions 
expression  to  economic  demand 

“1  h tto  sy^  4ich  unconsciously  engenders 

of  others,  ihus  tne  ho  gradually  transformed 

industrial  strife  and  enmity  ef 4s  the  exercise  of 

induE  trial  co-operation  and  the  practice  oi  w f 

^'his,  then,  ie  *®.®®44®  fo  teafthe  human  factor,  for 
poset.  to  systematize  indus  y raised  from  the  in- 

w'hori  it  is  ostensibly  con  ^ which  conflicting  com- 

signi  icant  and  y"'"*|’?*“to  his  rightful  importance  as  the  main 
petit  ve  J4®®  4on  the  Lw  labour  standard 

factcr  in  industry,  it  +UT.rxc.^ponditions  : (1)  equal  value 

of  V due  incoiporating  the  ^2)  workers  of  the  same 

U the  direct  adjustment 

irtitte  S"of  the  scheme  will  now  he  considered  in 

r3itli<;r  more 
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CHAPTER  XIII. 

The  Double  Currency. 

It  Will  be  evident  that  tlie  proposal  just  outlined  does  not  con- 
temidate  the  substitution  of  the  present  metal  currency  by  the 
new  paper,  but  the  co-existence  a.iid  interchaaige  of  the  two 
currencies  so  as  to  secure  the  harmonious  w’orking  of  the  dual 
system  of  industry.  The  fact  that  both  paper  and  coin  of  the 
same  denomination  represent  equivalent  values  makes  this 
interchange  a quite  natural  operation  within  the  limits  indicated . 

j function  of  sepa.rating  a certain  amount  of 

industry  from  general  industry,  and  concentrating  it  in  the 
hands  of  the  controlling  authority,  the  paper  money  also  pre- 
serves intact  the  free  expression  of  economic  demand.  Our 
present  industriiil  system  is  based  upon  this  freedom  of  in- 
dividual expression,  which  is  facilitated,  so  far  as  money  is 
used  for  the  purpose,  by  our  present  sj^stem  of  coina<^e  ; the 
new  currency  would  exercise  exactly  the  same  functions,  thus 
adapting  itself  to  a condition  to  w'hich  any  innovation  must  con- 
form to  be  of  any  practical  value.  It  may  be  well,  perhaps, 
to  point  out  here  the  distinction  between  that  freedom  of  eco- 
nomic expression,  which  we  must  regard  as  necessary  to  com- 
plete  personal  liberty,  and  that  blind  expression  of  demand 
which  is  the  source  of  those  influences  making  for  the  many 
lonns  of  human  bondage.  It  is  possible  and  reasonable  to  give 
expression  to  our  industrial  needs  according  to  our  own  personal 
inclinations  ivithout  reference  to  others  ; but  it  is  also  possible 
and  ]ust  as  reasonable,  that,  having  expressed  our  demands* 
these  demands  should  be  systematically  collected  and  iii- 
intelligently  organized  to  our  mutual  benefit. 

The  importance  of  this  function  of  the  new  currency  may 
be  more  clearly  realized  by  contrasting  the  proposed  State 
ndustries  with  a communistic  society  in  which  the  wants  of 
the  community  are  gauged  by  some  paternal  authority  ; this 
authority  directs  production  and  distribution  in  accordance 

^1  and  morality  and  general  conditions 

mposed  by  itself,  and  not  in  accordance  with  the  individually 
expressed  demands.  Such  an  order  of  society,  by  repressing 
ndividuahty  would,  as  actual  experiments  seem  to  show,  be 
nherently  incapable  of  general  progress,  and  could  only  be  held 
together  by  some  strong  religious  bond  requiring  the  subordina- 
temporal  aspirations  to  the  particular  religious  ideal, 
n the  state  of  society  with  which  we  have  to  deal  there  is  no 
cpmon  religious  bond,  but,  on  the  other  hand,  a diversity 

«^oral,  ideals  and  great  differences 
character.  Industry,  however,  is,  in  the  main,  a common 

onmt!  and,  just  as  no  distinction  is  made  under  the 

ompetitive  system  between  religions  or  morals,  so  our  new 
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orgar  izatioii  must  confine  itself  to  the  economic  problem,  and 
this  i^  made  possible  by  retaining  the  principle  of  free  economic 
exprc5sion.  Emphasis  is  laid  on  this  point  because  it  is  so  often 
the  case  that  even  those  who  are  ardent  incpiirers  for  economic 
truth  and  especially  for  the  solution  of  the  problem  of  poverty, 
are  p;  one  to  jump  to  the  conclusion,  from  a superficial  examina- 
tion i)f  the  proposal,  that  it  amounts  to  nothing  more  than 
another  form  of  the  communistic  colony,  not  discerning  the 
funda  mental  distinction . 

The  special  paper  money  must,  as  alrc3ady  stated,  have  a 
time  limit  attached  to  it,  so  that  it  will  be  presented  at  the 
State  Stores  within  a certain  time  in  exchange  for  goods.  As 
this  t me-limit  Would  naturally  have  to  be  plainly  shown  on  the 
money  itself,  paper  would  seem  to  be  by  far  more  adaptable 
for  ti  e purpose  than  metal  or  other  material.  The  necessity 
for  this  time-limit  will  be  evident  when  we  consider  that,  with- 
out such  limit,  the  paper  might  remain  in  cinndation  indefinitely. 
The  State  would  be  liable  for  the  full  face  value  of  the  money 
at  any  time  and  must,  therefore,  to  be  on  a financially  sound 
basis  i Jways  possess  a stock  of  goods  at  least  equal  in  value  to 
the  tctal  amount  of  paper  in  circulation.  If  this  paper  were 
alloweil  to  circulate  for  a number  of  years,  the  State  Authority 
could  not  possibly  meet  this  requirement,  for  it  would  be  im- 
possib.e  to  so  regulate  production  as  to  always  have  on  hand 
in  the  form  of  goods  this  full  face  value  of  all  the  paper  in  circula- 
tion. Unless  the  time-limit  were  rigorously  adhered  to,  pro- 
duction must,  in  the  absence  of  a systematic  expression  of 
“demand,”  be  directed  to  the  accumulation  of  stocks  in  an- 
ticipalion  of  probable  demands,  and  the  State  would  have  to 
linden  ake  the  risks  of  depreciation  of  stock,  of  over-production 
in  ceriain  lines,  and  under-production  in  others,  which  means 
the  reappearance  of  the  speculative  element,  the  very  thing 
it  is  (ur  aim  to  stamp  out.  The  time-limit  is  the  device  by 
which  the  paper  is  made  to  perform  its  function  with  certainty 
and  icgularity,  and  means  that  the  State  workers  cannot 
accumulate  goods  at  the  risk  of  the  State,  but  must  make  their 
definite  “demands”  to  complete  the  reciprocal  transaction, 
for  “ supply  ” or  production  cannot  be  controlled  with  the 
necessary  accuracy  without  the  corresponding  “demand” 
being  directly  expressed,  and  as  all  workers  are  dependent 
upon  ?ach  other’s  “ demand  ” it  is  indispensable  that  this  be 
made  ibsolutelv  automatic. 

Ir  fixing  the  minimum  wage  low  an  important  object  in 
view  is  to  prevent  too  great  a rush  of  labour  from  private 
indust:  y,  and  the  conditions  generally  attaching  to  the  State 
indust  ies  should  be  such  as  to  create  the  permanent  tendency 
of  labcuir  to  flow,  not  from  private  to  State  industry,  but  from 
the  Stite  industries  to  private  industry;  the  conditions  under 
the  Stite  industries  should,  therefore,  be  less  desirable  than 
those  in  private  industry.  These  conditions  naturally  arise 
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I from  the  working  of  the  new  system.  It  is,  perhaps,  needless 
to  say  that,  by  making  the  conditions  under  the  State  industries 
less  desirable  than  under  private  industry,  there  is  no  idea  of 
inferiority  to  jiresent  industrial  conditions,  which  it  is  the  object 
of  the  Scheme,  indeed,  to  transform.  The  conditions  under 
both  State  and  private  industry  may  be  vastly  superior  to  present 
industrial  conditions,  and  yet  there  may  be  a difference  in 
favour  of  private  industry.  Conceivably,  developments  may 
result  in  a dual  system  in  which  the  conditions  existing  under 
both  State  and  private  industry  ma}'-  be  approximately  the 
same  ; this  would  mean  a state  of  industry  in  which  a close 
approximation  to  an  equitable  distribution  of  wealth  w’ould 
be  attained,  and  rendered  permanent,  by  the  action  of  the 
Counterpoise. 

The  restrictions  attached  to  the  paper  money  is  a device 
which  makes  employment  at  the  State  industries  less  attractive, 
other  things  being  equal,  than  employment  in  private  industry 
because  the  paper  money,  especially  at  the  outset,  would  be 
less  convenient  than  coin  for  general  purposes,  and  this  would 
also  tend  to  restrict  the  amount  of  paper  circulating  with  coin. 
^ Notwithstanding  the  drawbacks  attached  to  the  paper,  it  would 
*■  serve  an  important  function  in  bringing  within  reach  of  the 

State  employees  certain  conveniences  not  otherwise  accessible. 

1 Those  of  the  public  who  might  accommodate  State  emploj^ees 

j by  giving  them  coin  in  exchange  for  paper  would  have  to  present 

the  latter  within  the  time-limit  at  the  State  Stores  in  exchange 
for  goods,  and  thus  the  automatic  centralization  of  “ demand  ” 
would  still  be  effective.  As  the  prices  of  commodities  at  the 
State  Stores  would  be  similar  to  those  in.  private  industry, 
accommodations  of  this  nature  to  State  employees  ivould  not, 
of  course,  involve  any  material  sacrifice,  but  there  would 
naturally  be  a disinclination  to  exchange  coin  for  paper  to  a 

I considerable  extent,  because  this  ivould  restrict  the  freedom 

of  those  parting  with  coin.  It  will  be  seen,  therefore,  that, 
i for  the  purpose  of  a week-end  trip  or  other  purpose  not  pro- 

^ vided  for  b}^  the  State  industries,  the  limited  interchange  of 
i coin  and  paper  would  serve  a useful  and  necessary  function 

adapting  the  Industrial  Counterpoise  to  a freer  action  and, 
therefore,  effecting  a closer  union  with  the  present  system. 

The  paper  money  here  contemplated  is,  clccarly,  ba.cked 
by  actual  wealth  value  accumulated  in  the  State  Stores  and  not, 
as  other  forms  of  paper  money,  by  Government,  or  other  credit. 
The  main  function  of  the  paper  is  concentration  of  demand 
but  there  coidd  and,  jiossilily,  soon  woidd  take  place  modifica- 
tions which  w'oidd,  while  dispensing  with  of  the  paper 
preserve  its  function  intc»ct. 

Thus  payment  in  full  of  the  emplo.yees  in  paper  wiiich 
't  Would  be  immediately  handed  back  again  in  exchange  for  goods 
must  soon  appear  an  unnecessary  process,  and  might,  with 
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advan  age,  give  way  to  a method  equally  serviceable  and 
famili.  tr  to  business  intercourse.  This  is  the  method  of  account- 
ing. Each  employee  could  have  an  account  with  the  State 
iiidust  ies  in  which  he  would  be  credited  with  his  earnings. 
He  CO  del  then  send  his  weekly  order  to  the  State  Stores  wliicli 
would  be  debited  against  his  account  and,  if  there  still  remained 
a balance  to  his  credit,  he  could  receive  this  or  a portion  of  it 
in  pajer  money.  So  long  as  he  had  a credit  balance  he  could, 
of  coiu’se,  draw  on  it  either  in  goods  or  in  paper  mone}^  as  he 
wishec.  A necessary  regulation  to  make  in  this  case  would, 
however,  be  that  no  account  should  exceed  a certain  limit,  and 
this  li  nit,  w^hile  commencing  low,  could  be  raised  as  might  be 
found  practicable  without  risking  the  loss  of  (jontrol  of  “ demand 
and  supply.”  It  is  obvious  that,  if  employees  were  afforded 
faciliti  3S  for  the  accumulation  of  w'ealth  at  the  State  industries 
and  thereby  induced  to  practise  abstinence  under  the  impression 
that  tney  might  in  this  way  accumulate  cai>ital  for  investment 
in  profit-making  industry,  the  large  aggregate  accumulations 
would  again  introduce  the  speculative  element  and  so  frustrate 
the  olject  of  the  Counterpoise.  The  scheme,  of  course,  does 
afford  the  facilities  for  the  creation,  and,  therefore,  of  indefinite 
accum  ilation,  of  wealth,  but  this  accumulation  must  take  place 
mainly  outside  the  State  organization  wheie  it  is  at  the  em- 
ployee s sole  risk.  A certain  amount  of  accumulation  is,  of 
course  necessary  within  the  State  organization,  for  there  should 
be  in  the  hands  of  the  State  at  least  several  weeks*  supply  for 
those  employed  ; this  margin  would  have  to  be  kept  within 
manag  eable  bounds  and  subordinated  to  the  control  of  “ demand 
and  supply.”  Whenever  an  employee’s  balance  approached 
the  regulation  limit  it  would  be  obligatory  on  his  part  to  reduce 
it  by  naking  purchases,  which  is  equivalent,  to  saying  that  he 
must  jhoose  the  particular  form  of  wealth  that  he  intends 
his  lal  our  to  assume  and  take  it  into  his  own  possession.  In 
this  way  State  employees  may  surround  themselves  with  w'ealth, 
in  var  ety,  in  accordance  with  their  tastes  and  industry.  The 
margii  of  accumulation  permitted  at  the  State  Stores  would 
render  possible  some  of  the  more  costly  luxuries  5 thus  an 
employee  might  allow  his  balance  to  increase  until,  say,  he 
could  ; mrehase  a piano,  or,  if  he  had  a natural  bent  for  science, 
a mor(^  costly  piece  of  scientific  apparatus.  This  wealth  once 
in  the  indi^ddua^s  own  possession  is  entirely  at  his  own  risk ; 
but  ui  .der  the  new  conditions  brought  into  existence  the  risk 
of  var.  ation  in  value  would  be  minimized,  and  the  probability 
is  that  the  purchase  price  of  this  descriptioTi  of  wealth  would, 
barring  depreciation  from  use,  remain  its  exchange  value  with 
appro3  imate  permanency,  because  the  exchange  value  of  labour 
would  be  fixed  and  not,  therefore,  liable  t.)  such  fluctuations 
as  we  now  experience.  The  cost  of  production  being,  thus, 
to  all  intents  and  purposes,  free  from  fluctuation,  the  values 
of  all  1 orms  of  wealth  would  be  liable  to  little  variation. 
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Here  reference  may  be  made  to  an  objection  that  is  some- 
times raised  against  the  scheme,  i.e.,  that  the  paper  money, 
or  notes  as  some  people  prefer  to  call  them,  would  become  the 
objects  of  barter— that  the  State  employees  would  sell  their 
paper  for  less  than  the  face  value,  and  that  this  practice  must 
necessarily  lead  to  the  products  of  the  State  industries  becoming, 
like  all  commodities  at  present,  subject  to  competitive  laws, 
so  vitiating  the  whole  scheme.  This  plausible  objection  ass  nines 
the  continuance  of  the  very  principle  of  economic  action  which 
it  is  the  aim  of  the  Industrial  Countei-poise  to  eliminate  ; it  is 
probably  due  to  the  difficulty  of  conceiving  any  other  economic 
process  than  that  with  which  we  are  so  familiar.  It  may  be 
said,  with  regard  to  the  present  system,  that  people  do  not 
sacrifice  their  possessions  willingly,  and  that  wiiereyer  such  a 
sacrifice  has  to  be  made  (exceptional  cases  apart)  it  is  owing  to 
economic  pressure  or  the  operation  of  the  competitive  system ; 
if  this  economic  pressure  be  removed  it  is  surely  only  reasonable 
to  expect  the  disappearance  of  its  consequences.  It  is,  of  course, 
quite  possible  to  imagine  cases  even  under  the  new*  system 
wiiere  a sacrifice  of  this  nature  is  w^orth  making,  but  this  would 
not  be  as  a result  of  economic  pressure,  because  the  State 
industries  guarantee  regular  employment  and,  eventually,  a 
higher  wage  than  can  be  secured  under  the  present  systeni. 
While,  therefore,  one  may  easily  imagine  that  tor  some  sfiecial 
and  immediate  purpose  a State  employee  might  be  willing  tn 
sell  his  paper  for  less  than  its  value,  as  a general  practice,  it  is 
altogether  at  variance  with  his  self-interest,  w'hich  will  still 
largely  influence  his  actions.  It  involves,  also,  no  stretch  of 
imagination  to  predict  that,  in  the  absence  of  the  necessity  to 
take  every  advantage  that  offers,  the  spirit  of  amity  may  so 
animate  the  holders  of  coin  as  to  decline  aii}^  consideration 
for  an  accommodation  w'hich  really  costs  them  nothing. 

Exactly  the  same  objection  may  be  raised  against  the 
actual  wealth  distributed.  We  may  see  visions  of  the  State 
workers  expending  their  labour  and  acquiring  wealth  in  the 
form  of  necessaries  and  luxuries  and  then  bu}'ing  and  selling 
one  another’s  goods  for  the  sake  of  profit.  The  bulk  of  the 
people,  how^ever,  w'ork  to  acquire,  even  now*,  as  good  a li\'ing 
as  they  can,  and  purchase  those  necessaries  and  luxuries  that 
they  desire  for  actual  consumption,  not  for  trading  purposes  ; 
the  mere  change  from  private  to  State  industry  would  not  alter 
this.  And,  as  w'e  have  just  seen,  the  element  of  comiDetition 
which  forces  people  into  such  conditions  as  make  it  necessary 
to  sell  their  goods  for  less  than  the  cost  and  induces  others  to 
buy  in  hopes  of  gain,  is  not  operative.  Seeing,  then,  that  the 
values  w^ould  remain  substantially  the  same  because  the  goods 
cannot  be  produced  for  less  than  a certain  amount  and  may 
ahvaj’s  be  had  for  this  amount,  there  is  no  sco]De  for  the  play 
of  that  speculative  element  ahvays  on  the  look  out  for  profits, 
of  which  there  would  be  practically  none  to  be  made.  The 
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state  «-orkers  would  therefore,  apply  theii  labour  to  the  ac- 
quisition of  consumable  wealth  and  not  of  capital  that  would 
DC  01  no  use  to  them. 

Tie  gradual  extension  of  the  State  industries,  with  a 
corres]  )onding  increase  of  the  amount  of  paper  circulating  with 
coin,  i/ould  in  time  so  familiarize  the  double,  currency,  and  the 

V its  Working  would  become  no 

less  natural,  but  much  more  beneficent,  tlian  is  the  present 

Reference  has  already  been  made  to  the  fact  that  modifica- 
tions m the  use  of  paper  money  are  to  be  expected,  and  the 
change  instanced  as  a probable  one  suggests  a general  tendency 
that  n ay  be  set  up  affecting  both  currencies  equally.  If  de- 
\ e opii  ents  are  such  as  to  make  the  use  of  paper  money  less 
convenient  than  accountancy  and  the  transference  of  value 

similar  process,  it  is  only  natural  that  the  money 

ea  remarked,  however,  that 

the  sane  effect  would  be  produced  upon  the  metal  coinage  for 

if  the  iriore  convenient  method  could  be  used  in  one  part  of  the 

system  it  coiild  be  used  in  the  other,  and  the  method  of  account- 

ancy  vould  therefore,  extend  to  private  industry.  This  means 

that  tl  e advance  of  the  minimum  wage  would  result  in  the 

gradua  raising  of  the  economic  status  of  the  masses  of  the 

^ T"  O CO  o ^ T " ^ it  more  convenient 

to  trai  sact  their  business  almost  entirely  without  the  inter- 

mediar'  ^ of  monev. 

* 

+ \ eventuated,  it  would  presumably  lead 

to  that  ideal  entertained  by  many  people  of  a state  of  society  in 

\ Industrial  Counterpoise 

1 ^‘^fo^s^ioiisly  gi^'ing  practical  expression  to 

another  ideal,  though  the  notion  of  community  of  goods,  often 
coupled  vith  this  ideal,  would,  of  course,  be  absent. 


I ' ■ 


CHAPTER  XIV. 

The  Minimum  Wage. 

The  consideration  of  the  Minimum  Wage  to  be  fixed  under 
this  proposal  naturally  divides  itself  under  two  heads — the 
initial,  or  tentative,  wage  decided  upon  arbitrarily,  and  the 
permanent  minimum  wage  based  upon  the  actual  jjroductive 
capacity  of  the  new  industrial  organization. 

There  being  no  data  upon  which  to  estimate  the  producing 
power  of  the  labour  first  employed,  the  initial  wage  must 
necessarily  be  fixed  in  an  arbitrary  manner,  but  with  due  regard 
to  other  considerations  of  which  the  most  important  is  the 
fact  that  the  State  industries  would  be  open  to  all  who  could 
not  find  better  conditions  as  to  wage  and  hours  of  labour  in 
private  industry  ; the  more  attractive  the  initial  conditions 
were  made,  the  greater  the  volume  of  labour  to  organize. 

In  accordance  with  the  new  standard  of  exchange,  only 
one  grade  of  labour  will  be  employed  at  the  State  industries 
and  this  must  necessarily  be  the  lowest  in  our  present  system  ; 
it  would,  obviousl}^  be  impossible  to  start  with,  say,  a skilled 
grade  and  yet  throw  the  State  industries  open  to  all.  This 
class  is,  at  the  same  time,  the  one  that  most  urgently  needs  help 
and,  in  this  respect,  the  scheme  differs  from  most  other  agencies 
whose  efforts  are  applied  to  the  betterment  of  the  position  of 
those,  such  as  trade-unionists  and  skilled  workers,  who  are 
several  removes  from  the  bottom  of  the  industrial  ladder.  The 
fixing  of  the  initial  wage  will  determine  the  higher  limit  of  the 
grade  of  labour  first  employed  ; the  higher  the  wage  is  fixed, 
the  higher  in  the  scale  of  efficiency  it  wiU  reach,  and  will  form 
the  line  of  demarcation  between  the  labour  of  State  and  of  private 
industry.  The  danger  of  putting  the  initial  w'age  high  is  obvious 
when  w'e  reflect  that  even  a sound  and  effective  organization 
could  not  cope  with  labour  in  unmanageable  quantities  ; although, 
therefore,  a benevolent,  but  rash,  public  opinion  might  be 
disposed  to  start  with  a comparatively  high  w'age,  the  truer 
benevolence  would  be  to  make  a safe  and  sound  start  the  point 
of  chief  importance,  for  the  initial  w'age  is  only  temporary  and 
W'ould,  even  if  fixed  low,  prove  a blessing  to  the  thousands  of 
workers  now  drawing  out  a life  of  misery  in  the  sweated  in- 
dustries. A considerable  advance  on  the  “ sweated  ” w'age, 
together  with  an  eight  hours  day  would  attract  a large  volume 
of  labour  for  organization  and  training  ; but  w'hether  this 
volume  would  come  within  the  range  of  effectual  control  w'ould 
depend  upon  the  particular  point  at  wiiich  the  wage  was  placed. 
The  main  benefit,  however,  is  to  be  derived  from  the  natural 
increase  of  the  w-age,  when  once  established,  and  to  sacrifice 
this  permanent,  for  the  temporary,  benefit  would  be  a palpalfie 
misapplication  of  benevolence.  The  lowness  of  the  initial 
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wage  is,  in  fact,  a matter  of  small  importance  compared  with 
the  re  mlts  to  be  expected  from  the  successful  establishment 
of  the  new  industries  ; present  conditions  may  continue  for 
years,  decades  or  centuries,  if  no  new  principle  is  introduced  ; 
but  the  duration  of  the  initial  wage,  however  low  it  may  be 
placed  may  be  measured  in  weeks  or  months — ^just  so  long, 
in  fact,  as  it  takes  to  properly  organize  and  train  the  labour, 
test,  it  ) capacity  and  value  its  product,  thus  forming  the  per- 
manent economic  wage  representing  the  actual  power  of  wealth 
production  of  the  workers. 


Ti  e attraction  of  a high  State-paid  wage  would  be  felt 
beyonc,  the  confines  of  home  industry  ; it  would  have  its  effect 
even  cti  foreign  labour,  either  indirectly  by  counteracting  the 
moven  ent  of  labour  to  other  countries,  or  directly  by  actually 
drawing  the  lowest  grade  of  foreign  labour  to  participate  in  the 
adyant.)ges  resulting  from  the  new  industrial  organization. 
This  applies  more  especially  to  countries  that  are  contiguous 
and  w.  lich,  therefore,  offer  little  or  no  obstiuction  to  the  free 
moven  ent  of  labour. 

A tiigli  "wage  permanently  existing  in  one  of  several  countries 
must  necessarily  act  as  a powerful  attraction  to  labour  in  the 
other  ( ountries.  The  advance  of  wages  in  any  country  under 
the  CO]  npetitive  regime  must  be  considered  as  a direct  attraction 
to  fore  ign  labour  ; there  must  be  the  tendency  for  labour  to 
flo\v'  te  wards  the  higher  wage  until,  by  the  operation  of  com- 
petition, wages  return  to  normal  conditions.  From  this 
we  see  that  it  is  absolutely  futile  to  endea\our  to  establish  a 
high  national  standard  of  living  under  a competitive  regime. 

^ y labour  attracted  by  tlie  higher  wage  or  other  improved 
conditi  ms  in  force  at  the  State  industries  would,  on  the  contrary, 
provid<  d it  did  not  come  in  too  great  quantities  be  absorbed 
in  the  State  industiies  and  organized  along  with  the  home 
labour  , so  that  an  influx  of  foreign  labour  would  cause  no 
serious  difficulty,  and  could  have  no  detrimental  effect  on  the 
ultimale  success  of  the  scheme. 


It 
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may  be  remarked,  how'ever,  with  regard  to  the  inter- 
1 aspect,  that  modern  civilized  nations  are  all  equally 
ed  in  the  transformation  of  present  industrial  methods 
it,  when  the  scheme  has  once  been  tested  and  proved  a 
it  must  speedily  be  adopted  by  other  countries,  each 
thus  organizing  its  own  labour.  It  has  been  urged 
this  conclusion  that  the  great  benefils  w'liich  the  Free- 
•oliey  has  conferred  upon  Great  J3rit;iin  have  not  con- 
other  countiies,  mostly  protectionist,  that  this  policy 
best  for  themselves.  This  objection  assumes  that  the 
claimed  for  the  Free-trade  fiscal  system  are  indisputable, 
5 the^  modern  controversies  arising  out  of  the  question 
sufficient  proof  to  the  contrary.  Others  again  object 
en  if  the  scheme  were  proved  to  be  feasible  and  all  that 
ed  for  it,  the  vested  interests  existing  in  other  countries 
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and  the  governments  that  represent  them  would  find  metliods 
of  frustrating  an}’ attem])t  to  secure  its  atlo])tioi\.  Allowing  for 
all  these  influences,  it  may,  nevertheless,  be  confidently  pre- 
dicted that,  sooner  or  later,  the  mass  of  the  peojjle,  in  w’hoin 
the  real  pow'er  lies,  will  assert  itself,  and  the  perpetuation  in  any 
modern  civilized  nation  of  poverty  and  misery  by  the  side  of 
nations  in  wfliich  these  conditions  have  disappeared  is  altogether 
unthinkable.  Inventions  that  have  jU’oved  their  worth  are 
adopted  by  all  civilized  n<*tions,  they  cannot  be  confined  within 
boundaries,  national  or  other. 

The  initial  wage  will  continue,  then,  until  the  periodical 
valuations  disclose  the  fact  that  the  w’eekly  average  value  per- 
head  of  the  output  exceeds  this  temporary  w'age,  w’hen  the  latter 
will  be  increased  to  the  value  of  the  average  production  valued 
at  the  retail  prices  rulijig  in  private  industry. 

The  gi’ade  of  labour  being  of  the  lowest  efficiency,  it  appears? 
to  many  people,  that  the  prosjiect  of  any  tangible  return  would 
be  exceedingly  small  ; and,  if  the  object  were  to  train  and 
organize  this  labour  to  produce  goods  at  such  a price  as  would 
enable  their  being  placed  upon  the  open  market  to  compete  with 
similar  goods,  there  is  good  ground  for  this  pessimistic  view, 
although  effective  training  and  regularity  of  employment  w'ould 
accomplish  much  even  under  these  conditions.  The  labour  is, 
however,  not  to  be  applied  simply  to  produce  a value  so  low 
as  to  allow'  of  its  bearing,  in  addition  to  the  several  profits  of 
the  manufacturer,  merchant  or  retailer,  the  very  much  larger 
burden  irnposed  through  the  necessity  of  making  provision 
for  parasitic  industries  and  other  forms  of  W'aste  before  it  comes 
into  the  hands  of  the  actual  producers,  who  are  likewise  the 
consumers,  fl’he  real  value  is  secured  to  the  w'orkers  at  the 


State  industries  by  the  device  of  pricing  their  produce  at  the 
full  retail  prices,  w’hich  represent  the  values  that  consumers 
have  to  pay  for  their  owm  productions  in  private  industry. 
There  is  thus  a wide  margin  between  the  tw^o  values,  which  would 
make  possible,  even  while  the  labour  is  still  of  low’  efficiency,  a 
rate  of  W’ealth  production  valued  a.t  current  retail  prices  much 
above  the  average  wage  actually  earned  in  private  industry  by 
the  class  of  labour  employed.  Assuming  that  parasitic  industry 
bears  such  a proportion  to  real  industry  as  has  been  .sxiggested  in 
a previous  chapter,  the  suppression  of  all  this  waste  energy  within 
the  State  industries  means  the  concentration  of  all  that  labour 
on  the  production  of  real  value  instead  of  partly  real  and  partly 
parasitic,  thus,  possibly,  more  than  doubling  the  effectiveness  of 
the  labour.  Broadly  it  means  that  two  low’  efficient  workers  are 
engaged  in  producing  wiiat  is  expected  of  one  efficient  worker  in 
priv’ate  industry,  and  though  tw'o  such  inferior  w’orkers  might 
not,  at  the  oxitset,  produce  the  equal  of  the  efficient  worker,  the 
more  efficient  the  workers,  by  training  and  regularity  of  w'ork, 
became  the  nearer  each  one  would  a]xproach  the  efficiency  of  the 
efficient  worker  outside,  and  that,  therefore,  the  average  output 
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of  each  State  worker  would  tend  to  become  eventually  double 
of  what  is  producible  at  the  present  time  in  private  industry. 

This  does  not,  of  course,  imply  that  om;  efficient  worker 
may  actually  produce  double  of  what  another  efficient  worker 
can  produce,  for  the  latter  by  comparison  would  scarcely  be 
consider 'd  efficient ; but  the  system  itself,  by  the  elimination  of 
half  the  labour  energy  now  being  wasted,  makes  it  possible  for 
tw'o  effic  ents  to  be  employed  in  producing  real  wealth  where  one 
is  now  € mployed,  with  a doubling  of  the  actuid  production,  or, 
in  the  a ternative,  a reduction  of  the  hours  of  labour  to  half,  if 
the  output  is  to  remain  the  same. 

The  valuation  of  the  w'ealth  produced  at  the  State  industries 
by  the  standard  of  value  already  existing  is  the  only  reliable 
gauge  of  the  values  created  ; and,  being  the  only  means  for  the 
expression  of  relative  values  of  w'hich  people  have  any  practical 
knowled  ^e,  the  existing  prices  must  serve  as  th(j  basis  of  the  first 
valuatio  i.  This  is  a temporary  expedient  for  bringing  the  new 
standarc  into  w'orking  contact  with  the  existing  industrial  con- 
ditions which  it  is  eventually  to  transform,  f'^uture  valuations 
will  be  I lade  on  the  values  existing  at  the  time  of  the  valuation 
and  it  is  evident  that,  with  a minimum  wage  tending  to  rise 
and  driv  ng  up  wages  in  private  industry,  values  and  prices  must 
continue  to  change,  and  these  alterations  in  prices  wdll  also  take 
place  a.t  the  State  Stores.  The  adoption,  then,  of  existing  prices 
is  a fuither  adaptation  of  the  scheme  to  present  industrial 
conditio]  is. 

The  necessity  of  maintaining  the  prices  of  the  State-produced 
goods  at  the  prices  ruling  for  similar  goods  in  private  industry 
is  thus  f indamental,  and  particular  care  w'oidd  have  to  be  taken 
that  tliii  condition  w'as  strictly  carried  out ; fcT,  if  the  prices  at 
the  State  Stores  were  low^er  than  in  private  industry,  there  w^ould, 
naturally,  be  a tendency  for  those  in  private  industry  to  buy  the 
paper  tc  secure  the  cheaper  articles,  very  probably  for  trading 
purposes  ; while,  if  the  prices  w^ere  higher,  it  would  be  impossible 
to  change  paper  and  coin  as  equivalent  values,  and,  moreover, 
the  minimum  w^age  would  not  represent  the  real  wage  as  com- 
pared w th  private  industry.  There  w'ould  b(5  no  difficulty  in 
keeping  ffie  prices  at  the  State  Stores  to  agree  with  those  ruling  in 
private  industry,  nor  would  it  be  of  serious  consequence  if  one 
or  tw'o  a rticles  for  a time  escaped  revision  ; for,  although  there 
might  b<!  a run  on  these  articles  for  a short  time,  this  in  itself 
W’ould  cell  attention  to  the  discrepancy,  W'^hen  the  price  could  be 
put  right.  But  whilst,  in  exceptional  cases,  such  temporary 
differenc.>s  might  exist  without  appreciably  affecting  the  result, 
it  would  be  imperative  that  the  great  bulk  of  the  goods  w'ere 
ket^t  rigi  ily  to  the  prices  prevailing  in  private  i ndustry . In  this 
way  the  periodical  rise  in  the  National  Minimum  produces  changes 
through!  lit  all  industr}^  State  and  private,  which  changes  are, 
therefor! , consequent  on,  and  adaptations  to,  the  new  conditions 
imposed  by  the  adoption  of  the  new'  standard  of  exchange.  In 
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other  words,  the  State  industries,  by  the  establishment  of  the 
minimum  wage  and  its  subsequent  increase,  are  making  it 
possible  for  the  labourer  to  secure  a just  recompense  as  a first 
charge  upon  industry  and  as  a condition  to  w'hich  industry  must 
adapt  itself.  The  continuous  change  in  prices,  or  values,  of  the 
products  of  industry  are,  therefore,  the  result  of  the  increasing 
real  wage  secured  by  labour,  w'hose  first  claim  the  prices 

reflect. 


I 

i 

I 


With  regard  to  the  periodical  valuations  and  the  successive 
increments  in  the  minimum  w'age  declared  from  time  to  time 
as  a consequence,  it  may  be  noted  that  these  results  come  about 
automatically  and  are  not  dependent  upon  the  w’ill  of  any  political 
or  other  party.  If  the  wealth  has  been  produced,  it  must  be 
distributed  by  means  of  the  mechanism  provided,  whatever 
political  party  is  in  power.  If,  for  instance,  the  valuations  are 
quarterly  and  a particular  quarter’s  workings  are  show'n  by  the 
valuation  to  have  resulted  in  the  production  of  goods  to  the  value 
of  five  shillings  per  head  above  the  current  minimum,  these  goods, 
or  wealth,  will  be  actually  on  hand  in  the  Stores,  and  cannot 
possibly  be  distributed  or  sold  to  the  holders  of  the  paper  currency 
until  a^ further  issue  of  the  paper  money  has  been  made  to  cover 
it  ; for  the  paper  actually  issued  only  covers  goods  to  the  value 
of  the  previous  average,  and,  therefore,  if  all  the  paper  were 
presented  at  the  Stores  in  exchange  for  goods  there  w'ould  still 
remain  on  hand  goods  to  the  value  of  this  five  shillings  per  head. 
The  only  w'ay  to  effect  a distribution  of  this  is  to  issue  paper  to  the 
extent  of  five  shillings  per  head,  and  this  is  equivalent  to  an 
increase  of  five  shillings  in  wages.  There  is  thus  every  induce- 
ment for  the  w'orkers,  not  only  to  increase  their  efficiency,  but 
to  apply  their  productive  energy  in  every  way,  because  they  know 
that  they  w'ill  see  the  result  in  a tangible  form  and  with  automatic 
certainty. 

The  complete  control  and  direction  of  the  labour  employed 
at  the  State  industries  for  the  production  of  the  kinds  and 
quantities  of  goods  for  w'hich  they  have  the  directly  expressed 
demands  is  a fundamental  condition  of  the  success  of  the  scheme, 
and  this  involves  a disposal  of  a portion  of  the  labour,  w'hich 
appears  to  many  people,  in  the  present  light,  altogether  incon- 
gruous. This  is  the  continual  transference  of  a certain  amount 
of  labour  from  one  occupation  to  another.  Fluctuations  in 
industry  arise,  under  the  present  system,  from  many  and  varied 
causes,  including  such  disturbing  influences  as  changes  in  fashion 
and  the  disappearance  of  some  industries  and  the  growth  of 
others  owing  to  social  progress  and  industrial  developments. 
It  will  probably  be  freely  admitted  that  w'orkers  throw'ii  out  of 
work  by  changes  of  this  nature,  and  forced  to  sell  their  labour  for 
a pittance  to  secure  a livelihood,  are  no  more  responsible  for  these 
changes  than  others  of  the  general  public,  and  that,  consequently, 
the  inconvenience  and,  it  may  be,  suffering  they  have  to  face  is 
only  one  of  the  many  phases  of  social  injustice  inherent  in  the 
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competitive  system.  Under  the  regulated  system  of  the  State 
indiistri  this  injustice  woidd  be  eliminated  by  the  transference 
of  labou  r from  one  industry,  in  which  the  demand  had  fallen  off, 
to  anotl  er  industry  in  which  the  demand  had  risen.  Such  labour 
would,  of  course,  be  paid  the  ordinary  minimum  wage,  whether 
they  were  working  at  an  occupation  in  whicli  they  were  fully 
efficient  or  at  one  they  might  l)e  just  learning.  This  course  is 
not  only  just  to  the  individuals  actually  affecied,  who,  being  in 
no  sens(  responsible  for  the  changes,  take  up  these  new  occupa- 
tions fo:  ■ the  public  convenience,  but  is  essential  to  the  mainten- 
ance of  the  reciprocal  basis  of  the  State  industries  ; for  if  these 
workers  were  allowed  to  undersell  other  labour  we  should  soon 
have  the  reappearance  of  present  competitive  conditions,  and 
the  great  body  of  the  workers  would  be  the  principal  sufferers 
through  the  change.  It  conseqiiently  pays  to  be  just,  and  if  the 
spirit  oj  amity  is  itself  not  so  strong  as  to  dictate  this  course, 
rea.sona  jle  self-interest  should  dictate  the  same  course.  Thus 
the  infi  lite  number  of  industrial  fluctuations  arising  from  the 
want  o:  industrial  regulation  would  be  gradually  reduced  by 
the  regi  lating  action  of  the  minimum  "wage  on  general  industry  ; 
but  the  fluctuations  now  due  to  such  causes  as  those  just  men- 
tioned, which  are  a permanent  feature  of  a fr(;e  and  progressive 
society,  must  be  met  by  the  deliberate  transference  of  labour 
from  ard  to  the  particular  branches  of  industry  affected. 

The  hours  of  labour  at  the  State  industries  would,  of  course, 
have  tc  be  arranged  with  due  regard  to  the  convenience  of  all 
concerned,  and,  no  doubt,  the  eight  hours  days  would,  at  the 
commencement,  be  adopted  in  deference  to  public  sentiment. 
This  wo  aid  be  a further  adaptation  to  present  conditions,  and  the 
State  heurs  would,  no  doubt,  eventually  come  to  be  recognized 
as  the  s tandard  for  all  industry  ; and  when  there  were,  as  there 
very  piobably  would  be,  reductions  of  the  hours  at  the  State 
industries  from  eight  to  seven  or  six,  a corresponding  reduction 
Would  f allow  in  private  industry.  On  this  point,  however,  much 
will  dej  end  upon  the  conditions  in  the  industries  themselves,  and 
it  might  be  more  economical  to  retain  the  longer  hours  for  the 
works  £ nd  machinery,  but  adopt  shorter  shifts  and  relays  for  the 
workpe  ople.  In  any  case  there  must  necessarily  be  a tendency 
to  redree  the  length  of  the  worker’s  day,  allowing  him  more 
leisure  or  recreation  ; and  improvements  in  this  direction  would 
be  shar  3d  by  workers  in  private  industry. 

The  minimum  wage  here  contemplated  'vnll  be  seen  to  be 
totally  different  in  character  from  the  arbitrary  legal  minimum — • 
whether  in  its  ancient  or  modern  form — in  which  politicians  and 
labour  organizations  seem  still  to  place  so  much  hope.  The 
former  has  an  essentially  economic  basis,  the  forces  of  industry 
being  c antrolled  and  directed  to  produce  the  definite  end  desired  ; 
the  lat  -er  seeks  merely  to  impose  the  responsibility  of  payment 
on  certain  sections  of  society  without  in  any  Way  guaranteeing 
the  poA  *er  to  do  so,  leaving,  in  fact,  industrial  forces  free  to  effect 
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a speedy  return  to  the  normal  conditions  inseparable  from  the 
unregulated  system. 

The  National  Minimum  Wage  thus  becomes  the  new  Standard 
of  Exchange-value,  based  upon  the  actual  producing  power  of 
labour,  assisted  by  machinery  and  every  modern  labour-saving 
device.  No  one  need  sell  his  labour  in  private  industry. for  less 
than  this,  and  all  industrial  values  will  necessarily  adjust  them- 
selves automatically  to  it.  This  new  Standard  of  Exchange 
will  naturally  tend  to  rise  higher  still  with  every  labour-saving 
improvement  invented. 

Without  the  deliberate  regulation  of  industry  all  attempts 
to  impose  a national  minimum,  whether  by  law  or  trade-union 
action,  must  be  absolutely  futile,  and  the  longer,  therefore,  public 
reforming  energy  is  expended  in  the  futile  endeavour  to  attain 
the  impossible,  the  longer  must  present  conditions  continue. 


CHAPTER  XV. 

Economic  Readjustments. 

The  object  of  the  Industrial  Counterpoise  being  to  completely 
rev  oh  tionize  the  industrial  system  and,  through  this,  the  whole 
social  system,  brief  reference  will  now  be  made  to  the  more 
imme  bate  changes  that  must  follow  its  adoption,  with  a view  of 
indica  ting  the  probable  lines  upon  which  this  peaceful  revolution 
will  proceed, 

I ealing  first  with  the  economic  development,  we  may  remind 
ourselves  again  that  the  main  industrial  advantage  is  to  be 
derived  from  the  diversion  of  the  vast  amount  of  labour  from 
parasitic  and  waste  industry  to  the  production  of  real  wealth. 
The  general  economic  action  by  which  this  diversion  is  to  be 
effected  may  be  illustrated  by  considering  one  or  two  particular 
indusi  ries. 

Ihere  can,  of  course,  be  no  certain  rule  for  discriminating 
betwc3n  real  and  parasitic  industry.  Some  industries  are 
devot'jd  mainly  to  the  production  of  real  wealth  but  employ,  in 
the  pj  ocess,  various  forms  of  wasteful  labour.  Other  industries 
are  of  a purely  parasitic  nature. 

I: ) the  case  of  an  industry  producing  mainly  real  utilities  but 
emplc  ving,  in  the  process,  such  forms  of  wasteful  labour  as  that 
of  the  traveller,  canvasser,  advertising  agent,  with  the  labour 
repres silted  by  their  expenses  for  travelling,  hotels,  newspaper 
and  other  forms  of  advertising,  general  printing,  and  the  like, 
the  ef  ect  of  an  appreciable  advance  in  wages  consequent  on  the 
rising  minimum  wage  is  to  increase  the  cost  of  production,  and 
this  means  entrenching  on  profits  unless  either  the  price  of  the 
produ  ‘t  is  raised,  or  economies  in  other  directions  are  effected. 
To  rai-se  the  price  of  the  product  as  the  minimum  wage  advances 
will,  r o doubt,  appear  to  be  the  obvious  course  to  adopt  on  the 
analogy  of  present  methods.  The  raising  of  the  price  of  the 
produ  it,  however,  would  mean  that  the  price  would  also  be  raised 
withir  the  State  organization  ; this  ivould  tend  to  raise  the 
minin  um  wage  higher  still,  which  the  industj  y in  question  would 
have  io  bear,  together  with  a correspondingly  increased  cost  of 
everything  used  in  the  process.  It  will  be  seen,  therefore,  that 
a limii  is  set  to  the  upward  tendency  of  profits  which,  in  the  long 
run,  c uild  not  exceed  the  normal  profits  permitted  by  the  state 
of  ind  istry  as  modified  by  the  Counterpoise.  Whilst,  however, 
there  is  this  limit  to  profits,  there  is  also  a limit  to  industrial 
losses  the  conditions  created  by  the  new  organization  would 
make  highlj’^  speculative  undertakings  almost  impossible,  the 
high  ^ •age  to  be  paid  being  an  effectual  check  orr  this  class  of 
invest  nent.  Profits,  within  the  restricted  limits,  would  thus  be 

more  :'egular,  but  with  a tendency  to  decrease  as  the  efficiency 
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of  the  State  industries  increased.  Tliis  is  just  what  might 
reasonably  be  expected  from  the  gradual  elimination  of  the 
speculative  element  in  industry. 

The  same  result  would  be  obtained  if  all  the  manufacturers 
in  the  particular  industry  entered  into  a combination  to  raise 
prices,  for  they  would  be  raising  the  minimum  wage  against 
themselves.  In  the  case  of  the  formation  of  a trust  or  syndicate, 
under  our  present  regime,  we  have  the  conditions  voluntarily 
adopted  by  which  the  class  of  unproductive  labour  j list  mentioned 
would  be  rendered  unnecessary  and,  therefore,  dispensed  with, 
for  the  wLole  trade  w^ould  be  so  organized  as  to  obviate  com- 
petitive practices.  This  is  not  to  suggest  that  the  formation  of 
combines  is  a development  to  be  anticipated  from  the  adoption 
of  the  Counterpoise,  but  to  emphasize  the  fact  that  a certain 
kind  of  w''aste  labour,  employed  solely  because  of  the  competitive 
element  in  industry,  naturally  drops  out  when  this  competitive 
element  is  displaced.  With  limited  profits  and  high  wage  cost 
there  w'ould  be  very  small  inducement  for  new  competitors  to 
enter  the  field  against  established  industrial  concerns.  Com- 
petition must,  therefore,  become  less  keen,  and  eventually  the 
normal  demand  w'ould  come  to  be  distributed  naturally  over  the 
established  industries,  which  would  be  run  with  regularity  to 
meet  a regular  demand.  Travellers,  canvassers,  and  those 
engaged  in  advertising  processes,  woiild  thus  be  rendered  quite 
useless,  and  would  have  to  find  more  useful  employment,  either 
in  other  avenues  of  private  industry  or  at  the  State  industries. 

A conspicuous  example  of  an  occupation  of  a wholly  w'asteful 
or  parasitic  nature  is  that  of  Industrial  Life  Assurance.  Life 
assurance — w'hether  industrial  or  ordinarv — exists  because  the 
speculative  element  in  industry  creates  those  vicissitudes  of 
fortune  the  ill  effects  of  which  it  seeks  to  ameliorate.  If  the 


vicissitudes  of  fortune  can  be  done  awav  with,  the  necessity 
for  life  assurance  will  be  gone.  The  effects  of  the 
Industrial  Counterpoise  will  probably  be  felt  here  with 
greater  promptitude  than  in  many  other  spheres  of  waste 
industry.  The  advance  of  the  minimum  wage  to  such 
a point  as  will  ensure  an  adequacy  to  all  will  make  the  mo.st 
natural  provision  against  that  sudden  expense  w'hich  industrial 
insurance  is  now  intended  to  meet.  Sudden  expense,  consequent 
on  death,  being  met  by  a mere  adjustment  of  income  or  a call  on 
a fund  always  accessible,  would  make  the  payment  of  collectors 
and  canvassers  altogether  superfluous  ; this  class  of  insurance 
business  must,  therefore,  gradually  decrease  for  the  reason  that 
its  function  would  become  less  and  less  necessary.  W^ith  a 
decreasing  business  few'er  insurance  agents  and  officials  w'ould  be 
required.  Collaterally  with  this  tendency  to  restrict  the  scope  of 
life  assurance  and  the  consequent  diversion  of  the  labour  therein 
employed,  there  is  the  direct  attraction  of  the  minimum  w'age 
to  the  large  class  of  collectors  and  canvassers,  wLo  have,  thus, 
in  the  decaying  of  their  ow’n  industry  and  luighter  prospf'et.s 
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clseM  here,  a double  incentive  to  quit  the  parasitic  occupation* 
Shaivhoklers,  too,  will  naturally  divert  their  investmen,ts  from 
deca;  -ing  to  progressive  forms  of  industry. 

?ossihly  some  people  who  are  familiar  with  the  habits  and 
inclinations  of  the  present  body  of  insuring  public  may  reflect 
that  it  is  not  uncommon  for  the  working  classes  to  increase  the 
amonnt  of  their  insurance  premiums  as  their  means  of  doing  so 
increxses,  and  that  the  wealthier  classes,  being  financially  able, 
pa,y  nuch  more  considerable  sums  for  insurance.  This  is  quite 
true,  and  the  inference  is  that,  with  an  increasing  wage,  there 
woul  1 be  a great  expansion  of  the  insuranc^e  business.  It  must 
be  re  membered,  however,  that  the  bare  principle  of  life  insurance 
is  ntt  now,  if  it  ever  was,  the  sole  moti\e  of  a life-insurance 
insti  iition,  but  that  it  is  coupled  with  the  principle  of  investment, 
or  pi  ofit-making,  both  in  the  form  of  the  policy  and  in  the  motive 
by  V hich  policy-holders  are  largely  actuated.  A very  large  pro- 
portion  of  insurances  are,  in  fact,  effected  with  the  avowed  object 
of  la;  dng  money  aside  in  this  convenient  form  to  be  returned  with 
interest  at  some  future  date,  a peculiarly  speculative  element 
beiiii ; imparted  to  much  of  this  class  of  investment  by  the  chance 
of  th  ?se  returns  being  made  at  a comparatively  early  date  through 
the  death  of  the  life  assured.  The  element  of  speculation  per- 
vading industry  has,  as  we  know,  through  the  intermediary  of 
our  insurance  institutions,  expressed  itself  in  the  most  repulsive 
form  of  direct  speculation  in  lives,  and  it  has  been  necessary  to 
invo  ie  the  arm  of  the  law  to  counteract  this  tendency  to  civilized 
gambling  in  human  flesh  and  blood.  In  <xrder  to  form  a true 
estimate  of  the  economic  nature  of  life  assurance,  it  is  necessary 
to  bi  ar  this  distinction  in  mind,  and  it  will  then  be  seen  that  if, 
by  a rep-djustment  of  the  industria.1  order,  the  application  of  the 
true  principle  of  life  assurance  is  rendered  unnecessary,  these 
insti  utions  must  disappear,  and  the  particular  methods  of 
inve.itment  and  speculation  they  serve  must  disajxpear  too. 

The  investment  department  of  Life  Assurance  is,  of  course, 
only  one  amongst  many  of  the  forms  of  investment  and  saving 
rend3ied  necessary  by  the  profit-making  system.  Whether  it 
be  working  class  savings  lodged  in  a Savings  Bank  or  put  out 
on  n mortgage  of  real  estate  b}’  a Friendly  Society  or  Trade  Union, 
the  nvestment  of  large  amounts  by  capitalists  in  Government 
seen  ities,  or  the  purchase  of  interest-beai  ing  industrial  deben- 
ture!, all  investors  either  know  definitely  or  have  a vague  idea 
that  the  interest  accniing  on  their  investments  is  the  result 
of  i peculati’S'c  industry — that  somewhere  in  the  industrial 
sj'sti'in  there  are  those  engaged  in  making  the  gross  profits 
fron  which  the  interest  on  these  investments  is  deducted  as  a 
prefi  rential  charge.  As  the  effect  of  th<j  Industrial  Counter- 
poisi ! w'ould  be  to  gradually  reduce  profits,  it  follows  that  the 
intoicst  on  investments,  which  is  of  the  same  nature  as,  and 
(h‘])i  iids  upon,  ]irofits,  would  also  to  tend  to  reduction.  Thq 
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regulation  of  the  industrial  system,  by  means  of  the  Counter- 
poise, would  thus  provide  the  individual  with  those  material 
securities  that  wnuld  render  him  independent  of  such  deduces 
as  insurance  and  sa\dng  for  protecting  him  against  the  unforeseen 
consequences  of  the  competitive  system.  Security  of  an  ade- 
quate income  w^ould,  in  fact,  render  unnecessary  the  class  of 
investment  having  for  its  object  the  provision  of  funds  for 
meeting  such  times  of  need  as  are,  under  the  present  system, 
certain  to  come.  The  diversion  of  so  much  w^aste  labour  to  the 
production  of  real  w’ealth  must  so  enormously  increase  the 
amount  for  distribution  that  the  possibilities  of  w’ealth  accumu- 
lation at  such  a small  rate  as  2,  21,  3,  or  4 per  cent  during  a 
number  of  years  will  appear  altogether  insignificant  compared 
with  the  accumulated  earnings  of  even  a few  months  under  the 
altered  conditions.  In  an  advanced  stage  of  the  new'  order  of 
things,  a worker  at  the  State  industries  might  expect  to  possess 
without  saving,  or  abstinence,  not  only  a permanent  source  of 
income  but  an  accumulation  of  wealth  resulting  from  it,  a 
balance  to  his  credit  at  the  State  industries  and,  possibly,  at  a 
private  bank  as  w'ell. 

It  would,  of  course,  be  impossible  for  anyone  to  even 
approximately  forecast  the  final  result  of  the  complex  actions  and 
reactions  set  in  motion  by  this  proposed  change  in  our  system. 
Neither  the  kind  nor  the  volume  of  industry  which  the  new 
demands,  made  effective  by  the  diversion  of  labour  from  waste 
to  useful  occupations,  can  possibly  be  estimated — ^these  new 
demands  will  find  expression  through  the  purchases  of  the 
public  according  to  the  particular  inclinations  of  the  individual. 
The  gradual  disappearance  of  certain  present  institutions  and 
the  growth  of  new  ones,  the  transformation  of  industrial  activities 
and  the  general  readjustment  of  values,  will  appear,  if  noticeable 
at  all,  as  quite  ordinary  developments  from  the  new  social  and 
economic  outlook. 

Although  w'e  may  not  be  able  to  predict  many  of  the  con- 
sequences of  this  form  of  industrial  control,  there  are  some 
transformations,  apparently  inevitable,  which  will  completely 
reverse  some  of  the  relationships  now’  existing.  Thus  it  is 
only  natural  to  conclude  that  certain  occupations  in  private 
industry  which  entail  extra  laborious  exertions,  or  are  of  a 
particularly  unpleasant  nature,  will  not  attract  labour  excepting 
at  a comparatively  high  wage  or,  what  is  much  the  same  thing, 
a considerable  reduction  in  the  hours  of  that  particular  em- 
ployment. The  price  of  the  product  of  such  industry  w’ould 
have  to  be  adjusted  accordingly.  From  this  consideration, 
We  may  reasonably  expect  that  there  will  be  a strong  tendenev 
to  displace  such  labour  altogether  by  the  substitution  of 

machinery,  and  there  W’ould  thus  be  the  most  pow'erful  incentive 
to  invention. 

Under  the  new  industrial  order,  then,  Profits  and  Interest 
would  undergo  a reducing  process  consequent  on  the  gradual 
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eliminition  of  the  clement  of  risk  which  is  their  justification — 
the  lit  k of  loss  being  reduced,  the  chance  of  profit  will  undergo 
a con  :‘sponding  reduction.  Interest  is  here  regarded,  broadly, 
as  that  portion  of  profits  paid  for  the  use  of  borrowed  capital, 
the  ra  e rising  as  the  risk  increases,  and  is  thus  of  the  nature  of 
profits . 

\\  ith  regard  to  rent,  which  differs  essentially  from  profits  and 
interett,  the  adoption  of  the  Industrial  (Counterpoise  would 
also  g ve  rise  to  a tendency  which  would  effect  the  reduction 
of  tha : part  of  economic  rent  due  to  the  concentration  of  popu- 
lation and  industry  in  towns,  whilst  there  is  already  a tendency 
in  existence  making  for  the  extinction  of  agricultural  rent.  The 
result!  .lit  of  these  two  tendencies,  pushed  to  theoretical  extreme, 
would  mean  the  extinction  of  all  rent. 

T le  first  of  these  tendencies  is  that  arisi  ng  from  the  earning 
power  of  the  masses  of  the  people.  We  have  sufficient  evidence 
even  i ow,  that  when  people  acquire  the  means  to  live  in  greatly 
impro  /ed  conditions  they  are  not  content  to  reside  in  long  dismal 
rows  )f  houses  such  as  are  now  a prominent  feature  of  town 
life.  There  is,  in  fact,  a pronounced  tendency,  for  those  who 
can  a:  ford  it,  to  leave  the  town  for  the  suburb  or  the  country. 
If  the  means  are  put  within  the  reach  of  the  masses,  it  is  reason- 
able, therefore,  to  assume  that  there  would  b<;  a general  tendency 
to  migrate  from  the  town  to  the  suburbs  and  country.  This 
movement,  on  the  scale  implied,  would  naturally  call  into 
existe  ice  a vastly  increased  transit  and  transport  system  in  the 
exten!  ion  of  railways,  electric  tram  services  and  the  greater  use 
of  me  tor  cars  which,  by  making  all  parts  of  the  country  easily 
accessible,  would  reduce  the  advantage  of  position.  Not  only 
the  p(  ople,  however,  but  also  the  works  must  tend  to  decentrali- 
zatior,  for  the  question  of  cheap  labour  Jind  other  economic 
consic  erations  which  now  necessitate  the  concentration  of  in- 
dustry and  population  together  would  not  o])erate. 

A general  decentralization  of  population  would  naturally 
have  in  effect  on  present  land- values.  Tht^  high  values  at  the 
centre  of  great  towns  must  necessarily  fall,  while  the  suburban 
and  r iral  values  must  rise,  the  tendency  being  to  an  equalization 
of  land  values,  through  the  greater  accessibility  to  all  parts,  and, 
there!  ore,  to  the  elimination  of  rent  so  far  as  it  arises  from  the 
conce  itration  of  population. 

The  other  tendency  has  reference  to  ectonomic  rent  arising 
from  difference  in  fertility,  or  purely  agricultural  rent,  and 
takes  the  form  of  the  scientific  treatment  ol  the  soil  to  increase 
its  p’oductive  power.  Differences  in  fertility,  and  differences 
in  advantage  arising  from  position  with  regard  to  industrial 
centivs  or  means  of  transit,  are  both  included  in  the  gross  agri- 
cultural rent  ; the  latter  undergoing  elimination  by  the  tendency 
to  dc  •entralization,  the  rent  due  to  differences  in  fertility  would 
ultim\tely  become  a compare 
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however,  through  the  application  of  scientific  methods,  of 
nuiking  our  agricultural  land  just  what  w'e  wish  it  to  be  suggests 
the  eventual  elimination  of  rent  due  to  differences  in  fertility 
also,  and  thus  to  the  complete  extinction  of  all  economic  rent. 
This  eventuality  must,  if  nothing  else  will,  bring  absolute  con- 
viction to  the  single-taxer  of  the  utter  futility  of  the  single- 
tax expedient  for  raising  the  jniblic  revenue. 

This  tendency  to  decentralization  of  population  and  in- 
dustry indicates  pretty  clearly  the  lines  upon  which  such  pro- 
blems as  housing  and  slums  will  find  solution.  So  long  as  a 
man  possesses  sufficient  earning  power  to  provide  a decent  house 
and  its  upkeep  no  housing  problem  can  exist.  On  the  other 
hand  we  may  expend  vast  sums  of  money  in  our  efforts  to 
properly  house  a class  whose  economic,  and  consequent  moral, 
conditions  are  such  as  to  deprive  them  of  ordinary  capacity 
for  the  proper  management  of  property,  without  making  the 
slightest  permanent  impression  on  the  general  conditions  of 
this  class ; though  housed  in  palaces  of  marble,  without  the 
neces.sary  financial  and  intellectual  qualifications,  the  interior 
of  their  abodes  would  soon  reflect  the  poverty  and  depravity 
of  the  occupant. 

Finally,  with  regard  to  the  question  of  taxation  to  which 
references  have  already  been  made,  if  the  view  of  the  economic 
system  here  presented  is  correct,  no  method  of  taxation  can  be 
thoroughly  just  in  its  incidence  until  a reasonably  just  distribu- 
tion of  wealth  is  made  possible.  Adam  Smith’s  four  canons  of 
taxation,  as  to  the  soundness  of  which  there  can  be  no  doubt 
in  so  far  as  they  apply  to  the  present  competitive  system,  natur- 
ally contemplate  no  other  than  a competitive  industrial  regime. 
“ The  subjects  of  every  State,”  says  he,  ought  to  contribute 
to  the  support  of  the  government,  as  nearly  as  possible  in  pro- 
portion to  the  revenue  which  they  respectively  enjoy  under  the 
protection  of  the  State.  In  the  observation  or  neglect  of  this 
maxim,  consists  what  is  called  the  equality  or  inequality  of 
taxation.”  The  problem  of  adjusting  the  fair  share  of  the 
burden  of  taxation  as  between  a man  of  leisure  with,  say,  an 
income  of  £5,000  a 3^ear  and  a workingman  with  a wage  of  £50 
who  can  enjoy  neither  luxuiy  nor  leisure  seems,  at  best,  altogether 
paltry  beside  the  problem  of  equality  of  wealth  distribution  ; 
but,  from  what  has  already  been  said,  it  should  be  clear  that  the 
multitudinous  methods  of  imposing  taxation  with  a view  of 
effecting  a fair  distribution  of  the  burden  can  have  no  more  than 
a temporary  effect  on  the  classes  affected,  economic  forces 
bringing  about  such  readju.stments  as  eventually  remove,  to 
a very  large  extcTit,  the  sense  of  burden  and  incorporate  the 
taxes  in  regular  industrial  charges. 

An  ideall^^  just  s\'stem  of  taxation  must  siirelv  depend 
upon  a just  S3'stem  of  wealth  distribution,  so  that,  along  with 
the  direct  and  equal  imposition  of  the  tax,  there  may  be  an 
approximately  equal  distribution  of  wealth  from  which  to  meet 
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it,  or,  at  least,  the  equal  opportunity  for  acquiring  this  wealth. 
The  t(  ndency  of  the  action  of  the  Industrial  Counterpoise  being, 
then,  to  gradually  equalize  wealth  distribution,  the  collateral 
tciidci  cy  so  far  as  taxation  is  concerned  would  be  to  gradually 
transform  all  indirect  taxes  into  direct  taxes  on  the  individual, 
the  proportion  of  the  National  taxation  increasing  with  the 
advaii3e  of  the  minimum  wage.  The  amount  of  the  tax  com- 
pared with  the  amount  of  the  wealth  that  the  new  order  would 
make  possible  would  be  so  small  that  it  could  not  properly  be 
designated  a “ burden.” 


CHAPTER  XVI. 

Social  Readjustments. 

An  effort  has  already  been  made  to  show  from  actual  tendencies 
the  great  social  danger  lurking  in  the  present  movement  towards 
State  ownership  and  State  control.  Superficially  it  may  appear, 
therefore,  somewhat  contradictory  that  a policy  of  State  control 
is  a characteristic  of  the  proposal  now  advanced.  The  difference 
between  the  two  policies  is,  however,  fundamental,  for,  as  regards 
ultimate  social  and  economic  effect,  they  are  diametrically 
opposed.  The  reason  is  that,  while  the  present  tendencies 
leave  the  competitive  principle  in  industr.y  untouched,  the 
proposed  Counterpoise  places  an  effectual  restriction  upon  it 
from  the  commencement. 

State  control,  from  an  abstract  point  of  view,  should  be  a 
power  for  good  because  the  methods  it  adopts  ought  clearly  to 
benefit  the  whole  community  ; it  may,  on  the  other  hand, 
become  a power  for  evil  if  its  methods,  however  well  intentioned, 
result  in  the  perpetuation,  in  a highly  intensified  form,  of  the 
present  order  by  which  the  benefits  accrue  to  the  few’  at  the 
expense  of  the  many.  Thus  the  question  is  not  as  to  w’hether 
the  principle  of  State  control  is  good  or  bad,  but  as  to  whether 
the  particular  method  of  its  application  \vill  bring  about  the 
results  desired. 

An  all-important  distinction  between  the  two  policies  lies 
in  the  fact  that  whereas,  on  the  one  hand,  under  the  present 
system,  the  successive  developments,  w'hile  raising  State  labour 
to  a position  of  comparative  privilege,  leave  the  “ submerged  ” 
and  the  lower  ranks  of  labour  still  subject  to  the  full  force  of 
competition,  on  the  other  hand,  the  control  exercised  b}^  the 
Industrial  Counterpoise  would  raise  the  low’est  ranks  of  labour 
first  and  protect  them  from  the  force  of  competition  and,  as  the 
State  minimum  wage  would  be  the  lowest  in  the  industrial 
sj^stem,  no  position  of  privilege  could  possibly  be  created.  There 
would  thus  be  no  danger  of  the  low’er  ranks  of  society  becoming, 
consciously  or  unconsciously,  the  subjects  of  exploitation  and 
oppression  by  a vast  State  organization  of  privileged  labour 
w’ith  highly  paid  officials  and  an  ever  increasing  fringe  of  office- 
seekers  and  favour-hunters.  Moreover,  the  spirit  of  amity 
would  dictate  that  the  most  needy  should  be  the  first  to  be 
benefited  ; this  coincides,  as  we  have  seen,  with  the  dictates  of 
economic  necessity  for  implanting  an  entirely  new  and  revolu- 
tionary principle  in  industry.  This  essential  difference  between 
the  two  policies  is  also  reflected  in  the  differing  processes  of  social 
readjustment  proceeding  from  them.  Competitive  conditions 
wliich  foster  the  spirit  of  enmity  make  the  voluntary  exercise 
of  right  principles  almost,  if  not  quite,  impossible.  The  force 
of  law  has,  therefore,  to  be  used  to  compel  observance  of  the 
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priiici  )los  t licit  are  accepted  as  right  by  tiie  iiiajoiity  of  the 
comm  iiiity  and  which  are  embodied  in  legislative  enactnients  , 
but,  i 1 spite  of  the  support  that  principles  of  right  and  justice 
recciv ' from  the  law  and  governmental  authority,  the  industi  ial 
strugg  le  exerts  so  great  an  influence  in  tlu'  opposite  direction 
that  there  is  a constant  iind  general  pressure  against  both  law 
and  right,  the  law  being  frequently  transgressed  and  right  more 
frequently  violated. 

T hus  our  social  relationships  are,  within  certain  limits, 
regidated  by  law  because  the  necessity  of  social  strife,  and  con- 
sequent human  imperfections,  do  not  perwiit  the  spont<aneous 
and  g3neral  practice  of  principles  of  social  justice.  It  will,  no 
doubt  be  again  urged,  even  by  those  who  would  themselves 
do  ri^ht  for  right’s  sake,  thc'it  this  human  imperfection  must 
always  make  law  a social  necessity.  That  law  and  its  restrain- 
ing in  luence  will  be  necessary,  so  long  as  this  human  imperfection 
lasts,  there  can  be  no  doubt  ‘,  but,  with  th(?  gradual  raising  of 
the  st  andard  of  intelligence  and  morality  which  every  social 
reforn  ler  professes  to  expect,  there  must  necessarily  be  a dimin- 
ishing need  for  legal  restrictions.  The  man  whose  desire  it 
is  to  lo  right  because  it  is  right,  is  an  indication  of  the  possi- 
bilities of  general  human  progress  in  this  direction  and,  to  such 
a ma  1,  the  fact  that  present  industrial  conditions  frustrate 
his  b<  st  intentions  should  be  the  most  convincing  proof  that, 
this  o 3struction  once  removed,  the  possibilities  for  social  right- 
eousiiiss  are  infinite.  Without,  therefore,  going  so  far  as  to 
lav  d )\vn  the  proposition  that  absolute  human  perfection,  or 
even  < ^ near  approach  to  it,  is  actually  attaii  lable,  there  is  ample 
groun  I for  the  belief  that  an  immense  stride  towards  perfection 
is  rendered  more  than  possible  by  the  economic  revolution. 

Social  problems  are,  under  present  conditions,  largely 
appro  iched  by  the  method  of  legislative  enactments  intended 
to  modify  the  effects  of,  but  do  not  limit,  the  competitive  force. 
We  jenalize  owners  of  house-property  for  contravening  legal 
requiiements  intended  to  secure  to  the  public  certain  conditions 
necesf  ary  to  health,  and  public  safety  ; v'e  devise  and  legalize 
various  methods  for  palliating  the  conditions  of  the  poor  and 
workLss  ; we  empower  local  authorities  to  raise  money  to 
build  model  ” or  other  houses  for  the  working  classes  as  a step 
towaris  the  solution  of  the  housing  problem;  we  legalize  a 
national  scheme  of  health  and  sickness  insurance  to  mitigate 
certain  other  evils  produced  by  coinpetithe  industrju  As  we 
have  ilreadj'  seen  this  process  of  palliating  the  effects  of  modern 
indiis  I'ialism,  leaving  the  force  of  competition  to  readjust  the 
relationships  as  modified,  and  invariably  bringing  out  at  the 
botto  n of  society  the  same  fringe  of  poverty  and  misery,  tends 
to  perpetuate  present  conditions;  this  is  tlirectly  ojiposed  to 
the  j;  rocess  that  would  follow  the  adoption  of  the  Industrial 
Counterpoise  aiming,  as  it  does,  o<t  the  eradication  of  the 
comn  on  cause,  not  at  a mere  motlilicatiun  of  the  various 
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effects,  which  latter  must  disappear  with  the  disaj3peai’ance  of 
the  cause. 

We  may  reasonably  assume  that  with  the  advancing 
standard  of  intelligence  and  morality  there  will,  as  a consequence 
of  the  Counterpoise,  be  less  and  "less  necessity  for  law,  right 
conduct  springing  spontaneously  from  human  beings  able  to 
gWe  expression  to  their  will.  This  possible  tendency  for  the 
sense  of  fairness  and  right,  possessed  by  the  individual  member 
of  society,  to  make  law  less  necessar}^  woidd  seem  to  be  almost 
inevitable.  The  enforcement  of  onl}"  one  reform,  as  for  instance, 
the  Health  Insurance  Scheme,  requires  not  only  a complicated 
Act  but  a mass  of  regulation  and  routine  to  ensure  its  proper 
administration.  This  one  reform  scarcely  touches  the  fringe 
of  the  social  problem  and,  if  this  process  is  to  be  repeated  for 
many  reforms,  the  essentially  parasitic  profession  of  the  legal 
fraternity  must  grow  to  tremendous  proportions.  We  should 
each  want  a lawyer,  a prospect  which  will  at  once  prompt  the 
reflection  that  the  unreformed  society  is  much  to  be  preferred. 

As  we  have  seen,  the  action  of  the  Industrial  Counterpoise 
would  solve  the  housing  problem  in  the  most  natural  way.  In 
the  same  way  most  other  social  problems  would  receive  effectual 
solution ; for  the  people,  having  the  necessary  purchasing 
power,  could  themselves  provide  all  the  benefits  which  innu- 
merable Acts  of  Parliament  attempt  to  wi-ing  from  the  com- 
petitive system  for  them.  With  advancing  intelligence  and 
moral  sentiment,  proper  sanitary  conditions  would  become  the 
quite  ordinary  demands  of  the  people  instead  of  having  to  be 
forced  upon  them  even  against  their  means.  Involuntary 
poverty  and  unemployment  inevitably  vanish  before  the  mini- 
mum wage,  leaving  no  scope  for  the  application  of  schemes  of 
charity.  State  or  private.  The  need  for  the  vast  Health  In- 
surance organizations  would  gradually  disappear. 

The  manner  in  which  the  Industrial  Counterpoise  would 
affect  problems  that  are  mainly  of  a moral  character,  may  be 
illustrated  by  considering  its  effect  on  the  problem  of  In- 
temperance. Drunkemiess  is  a degrading  abomination  in 
whomsoever  it  is  found  ; but  under  present  competitive  con- 
ditions there  is  a wide  difference  in  its  effects  as  between  the 
wealthy  class  and  the  working  class.  Dnmkenness  may,  of 
course,  be  the  means  of  precipitating  a man  of  wealth  into  the 
abyss  below  ; as  a rule,  however,  his  strong  economic  position 
enables  him  to  indulge  his  appetite  to  a very  considerable  extent, 
his  friends  and  acquaintances  regarding  his  weakness  with  good 
humoured  benevolence.  The  working  man,  however,  whose 
economic  position  is  weak,  being  either  about,  or  not  verj^  far 
above,  the  level  of  subsistence  is  usually  an  immediate  sufferer 
as  a result  of  over  indidgence,  brings  suffering  upon  his  family, 
raises  the  sconi  of  friends  and  frequentl}'  falls  into  an  environ- 
ment that  eventually  transforms  him  inio  a ph}'sical  and  moral 
^vl■eck,  if  not  an  absolute  eriniinal. 
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T le  infirmity  from  which  the  wealthy,  r.s  well  as  the  poor, 
drunkard  sutfers  being  a moral  one,  is  not  directly  affected 
by  th ) Industrial  Counterpoise  ; but  the  social  consequences 
of  the  habit,  so  far  as  the  poorer  classes  are  concerned,  are 
materially  altered,  because  the  tendency  of  the  minimum  wage 
is  to  raise  their  economic  status.  So  long  as  these  unfortuimte 
people  were  sober  at  work  and  performed  their  work  satisfactorily 
there  ivoidd  be  no  depriving  them  of  their  right  to  work  and 
the  ininumum  wage.  Thus  the  man  who  occasionally,  or 
frequently,  gave  way  to  temptation  would  not,  thereby,  run 
the  rifk  of  being  thrown  upon  a scrap  heap  of  human  wreckage, 
but  would  be  placed  in  the  position  the  man  of  wealth  now  holds 
and  his  fault  would  appear  as  insignificant. 

Other  social  evils  of  a moral  character  w'’ould  be  affected 
on  pretty  much  the  same  lines.  A man  might  be  so  under  the 
influence  of  the  gambling  spirit  as  to  repeatedly  lose  his  wealth, 
but,  s)  long  as  his  right  to  work  and  earn  the  minimum  wage 
was  secure  to  him,  he  could  never  be  reduced  to  poverty.  So 
that,  just  as  the  intemperate  man  might  get  drunk  and  still 
retain  social  respectability,  the  gambler  who  loses  might  remain 
as  res  )ectable  a member  of  society  as  the  gambler  who  gains. 

Then  we  have  probably  the  most  distressing  of  permanent 
social  evils  in  what  has  come  to  be  knowm  as  the  “ white  slave  ” 
trade.  There  can  be  little  doubt  that  the  (istablishment  of  the 
contemplated  Industrial  organization,  which  would  be  open 
to  wemen  as  w^ell  as  to  men,  would  in  itself  prevent  the  fall 
of  the  large  percentage  who  are  driven  into  the  “ white  slave  ” 
trade  by  economic  pressure — whether  in  the>  form  of  unemploy- 
ment and  absolute  want  or  of  the  creation  of  those  combinations 
of  po  'erty  and  vice  w'hich  form  a fit  environment  for  the  germi- 
nation of  lax  morals.  There  are  those  again  w'ho  are  not  driven 
into  ■ his  trade  by  economic  pressure  but  fall  as  the  result  of 
temporary  infirmity,  and  for  these  the  minimum  wage  becomes 
a safeguard  against  absolute  depravity  ^v’hich  the  methods 
they  are  compelled  to  adopt  to  obtain  a livelihood  make  in- 
evitable. The  minimum  wage  would  thus  save  these  unfor- 
tunates from  the  life  of  shame  to  which  competitive  industry 
consijpis  them,  enabling  them  to  still  retain,  if  not  complete, 
at  ally'  rate  a certain  amount  of  respectability. 

],"ow  it  must  not  be  supposed  that  there  is  here  any  desire 
to  raise  vice  to  a level  of  social  respectability,  but  merely  to 
dives;  it  of  those  economic  influences  ivhich  intensely  aggravate 
its  effects.  We  thus  greatly  simplify  its  treatment  by  agencies 
other  than  economic.  The  stage  of  action  of  human  society 
has  leen  appropi’iately  represented  as  an  inclined  plane  necessi- 
tating an  incessant  struggle  against  the  force  of  gravity  and  a 
consequent  scramble  amongst  its  human  freight  to  prevent 
beinc  forced  to  the  bottom  and  to  perdition.  The  degree  of 
inclii  a.tion  to  the  horizontal  is  here  assumed  to  be  so  great ^ as 
to  make  it  physically  impossible  for  a man  to  walk  in  a position 
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perpendicular  to  the  plane.  Under  conditions  of  such  unstalile 
ecpiilibrium  as  V'ould  make  walking  in  an  upright  position 
an  acrobatic  feat,  the  efforts  of  our  moral  preceptors  to  in- 
culcate right  principles  (-f  living  must  assume  another  aspect 
of  waste,  in  the  sense  that  what  they  preach  is  impossible  of  prac- 
tice ; for  even  the  saintly  bishop,  towering  above  the  scrambling 
multitude  whom  he  is  exhorting  to  walk  “ uprightly,”  is  never- 
theless forced  to  decline  from  the  perpendicidar,  approaching 
more  or  less  the  general  attitude  imposed  by  plu'sical  necessity. 
This  is,  of  course,  saying  no  more  than  that,  however  nearly 
we  may,  as  isolated  individuals,  apparently  approach,  in 
practice,  our  moral  ideals,  we  are  yet  bound  to  conform  in  no 
small  degree  to  the  methods  of  our  industrial  regime,  enjojdng 
the  fruits  of  industry  without  any  compunction  from  the  know- 
ledge that  these  fruits  have  claimed  their  toll  in  human  flesh 
and  blood,  and  that  of  what  we  are  privileged  to  enjoy  others 
must,  perforce,  be  in  want. 

The  effect  of  the  Industrial  Counterpoise  would  be  to  alter 
the  position  of  the  social  plane  from  the  inclined  to  the  hori- 
zontal, thus  permitting  a naturally  upright  position.  When 
we  reflect  that  the  work  of  the  churches,  and  other  moral 
agencies,  has  already  permeated  society  with  higher  moral 
ideals  that,  we  may  assume,  would  be  put  into  practice  if  made 
possible,  we  may  reasonably  infer  that  the  alteration  of  the 
plane,  from  the  inclined  to  the  hotizontal,  would  be  followed 
by  a very  general  adoption  of  the  upright  position  and  that 
a higher  moral  standard  would  naturally  ensue. 

An  important  social  modification  set  in  motion  by  the 
Industrial  Counterpoise  is  the  gradual  obliteration  of  class 
distinctions.  One  grade  of  labour  only  is  contemplated  by  the 
proposal  and,  as  the  scheme  provides  for  all  necessary  training, 
the  distinction  between  skilled  and  unskilled  must  soon  disappear. 
The  gradual  raising  of  the  standard  of  ■wealth,  education,  and 
intelligence  must  tend  to  the  ultimate  extinction  of  all  social 
ranks. 

We  hav'e  every  reason  to  believe,  then,  that  an  equitable 
distribution  of  wealth,  a common  necessity  to  all  mankind, 
will  form  the  basis  for  a more  general  acquisition  of  intelligence, 
knowledge,  and  sense  of  moral  obligations,  which  maj^  be  con- 
sidered the  complemental  attributes  of  political  democracy. 
Great  hopes  for  the  welfare  of  the  human  race  centre  round 
the  principle  of  democracv^  In  the  most  adv'anced  countries 
from  the  democratic  point  of  view,  however,  the  main  social 
and  industrial  features  resemble  those  of  other  countries,  and 
it  is  fair  to  conclude  that  such  democratic  countries  are  as 
powerless  to  rev^olutionize  their  conditions  as  any  other.  The 
explanation  of  this  is,  no  doubt,  to  be  found  in  the  inability 
of  the  average  citizen  to  adequately  grasp  the  social  and  c(^o- 
nomic  questions  that  are  brought  before  him.  Industrial 
conditions  do  not  allow  the  geneial  body  of  voters  the  fidl  and 
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impartial  investigation  of  political  questions  that  the  prmlege 
of  tl  e vote  seems  to  imply.  It  follows,  therefore,  that  they 
are  i:  itiuenced  in  the  exercise  of  tlie  vote  mainly  by  the  opinions 
of  ot[iers  whom  they  folloAv  as  leaders  of  authority  on  the  par- 
ticidar  problems  in  question,  and  these  leaders,  in  their  turn, 
are  l argely  influenced  by  what  is,  for  the  time  being,  popular. 
This  is  not  the  democratic  x^rinciple  as  applied  to  thought  ; 
and,  to  complete  the  effectiveness  of  tlie  political  form  of 
demccracy,  those  conditions  are  required  which  enable  the 
polit  cal  unit  to  equip  himself  with  the  means  of  forming  his 
own  opinion,  so  that  the  political  body  may  express  its  opinion 
spon  }aneously  and  impress  its  will  on  public  men  and  legisla- 
tion, instead  of  the  converse  process  of  having  its  opinion 
moulded  by  public  men.  This  equipment  is  made  possible 
by  tie  substantially  equal  material  interest  in  society,  and  its 
insti  ,utions,  which  the  Industrial  Counterpoise  brings  about ; 
and  from  this  spring  those  intellectual  aci|^uirements  necessary 
for  t le  formation  of  first  hand  opinion. 

In  this  advance  of  the  democratic  principle  to  its  complete 
deve  opment  lies  the  hope  of  internationa]  peace.  So  long  as 
the  unrestricted  competitive  system  of  industry  lasts  there 
mus1  always'-’  be  national  rivalries  and  international  industrial 
com]  )etition,  ivith  the  consequent  necessit}'  for  standing  armies 
and  increasing  armaments.  Whatever  national  differences 
migl  t be  settled  by  international  arbitration  or  the  influence 
of  Hague  conferences,  the  industrial  stmggle  constantly  in 
acticn  in  all  civilized  nations  creates  those  conditions  from 
whic  h hostilities  may  arise  at  any  moment ; and  the  hope  of  a 
muti  lal  reduction  of  armaments  in  the  face  of  this  industrial 
strifo  which  demands,  or  is  supposed  to  demand,  increasing 
foreign  markets  and  colonial  expansion,  is  doomed  to  dis- 
appcnitment.  There  seems  no  ground  for  hoping,  so  long  as 
the  industrial  struggle  continues,  that  warfare  between  nations 
may  be  altogether  done  away  with, 

A reduction  of  armaments  might  conceivably  talp  place, 
ever  under  present  competitive  conditions,  if  a majority  of 
the  nations,  possessing  aspirations  based  on  a common  de- 
moc  ’atic  bond,  could  be  welded  into  a firm  and  lasting  League  ; 
but  the  total  fighting  strength  of  the  majority  would  have 
to  be  kept  up  to  such  a standard  as  would  more  than  match 
the  ether  nations  that  could  be  arrayed  against  them.  This 
implies  that,  if  any  one  of  the  nations  in  this  league  should 
be  ihreatened,  all  the  others  would  join  forces  to  support 
it.  Such  an  arrangement  as  this,  however,  considering  the 
vast  number  of  questions  on  which  differences  may  arise  even 
betn  ecn  nations  with  .siilistantially  the  same  aspirations, 
seen  s a very  long  way  off,  and  it  is  certain  that  nations  in  the 
futu'e,  as  in  the  past,  will  yet  have  to  resort  to  the  arbitrament 
of  tl  e sword,  not  only  to  protect  their  industrial  and  commercial 
into]  ests,  but  to  uphold  principles  of  right,  and  justice  amid  the 
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surging  tides  of  barbarity  and  wickedness  that  threaten  to 
submerge  them.  It  is  a qiiestion,  too,  -whether  an  enforced 
peace  under  which  the  ravages  of  the  industrial  war  are  per- 
mitted to  continue  in  hopeless  perpetuity  would  be  a less  evil 
than  the  recurrence  of  phj^sical  w'ars  for  the  attainment  of 
higher  ideals  and  complete  liberty. 

The  alternative  to  warfare,  whether  physical  or  industrial, 
is  surely  to  be  found  in  the  substitution  in  all  nations  of  in- 
dustrial harmony  and  economic  freedom  for  industrial  strife 
and  economic  ser’vility  ; so  that  with  the  fidl  equipment  of 
political,  economic  and  intellectual  freedom,  the  human  race 
may  possess  a common  material  interest  in  society  that  will 
raise  each  individual  to  the  level  of  his  neighbour,  endowing 
him  with  an  educated  intelligence  fully  capable  of  estimating 
his  own  social  interests,  and  gi\dng  him  that  political  power  by 
which  he  may  stamp  his  own  individuality  on  the  social  policy 
of  his  time. 


With  this  complete  democratic  equipment  it  must  appear 
to  the  peoples  of  different  nations  as  irrational  to  resort  to  the 
brutality  of  the  sword  to  settle  international  differences  as  it 
now  does  to  settle  questions  purely  national.  The  alteration, 
here  contemplated,  in  the  industrial  basis  of  society  would  there- 
fore create  those  permanent  conditions  of  social  harmony  from 
which  world-wide  Peace  would  be  a natural  development ; the 
distinctions  of  nationalities  must  tend  to  disappear,  thus  opening 
up  the  vision  of  the  Christian  ideal  of  a Universal  Brotherhood. 


CHAPTER  XVII. 

Conclusion. 

An  at  .cmpfc  has  been  made  in  the  foregoin^^  pages  to  explain  : 
(1)  th  3 persistence  in  civilized  society  of  those  practices  which 
appea  ■ to  be  actuated  by  a spirit  of  enmity , in  spite  of  an  all- 
perva<  ling  spirit  of  amity,  as  resulting  from  our  competitive 
syster  i ; (2)  the  principle  by  the  application  of  which  the  in- 
dustri  il  system  may  be  so  modified  as  to  ]>ermit  the  practical 
expres  sion  of  the  spirit  of  amity,  with  such  economic  considera- 
tions as  seemed  necessary  to  substantiate  it  (3)  the  effects 
of  the  action  of  the  principle  of  the  count(3rpoise  so  far  as  to 
indicate  generally  the  trend  of  developments. 

The  establishment  of  the  Indiistrial  Counterpoise  on  a 
comparatively  small  scale,  from  which  it  may  naturally,  and 
gradu  dly%  expand  is  a feature  which  should  commend  it  as  a 
mode]  ate  and  cautious  step  towards  industrial  regulation. 

I:  is,  of  course,  common  knowledge  that  certain  modern 
instit]  itions  which  have  attained  a remarkable  stage^  of  develop- 
ment, both  as  regards  a high  degree  of  organization  and  ex- 
tensn  eness  of  ramifications,  and  which  perform  functions 
indispensable  to  our  present  social  and  economic  order,  have 
emer^  ed  from  simple,  and  even  crude,  forms  very^  largely  by 
the  teachings  of  accumulated  experience  gained  within  them- 
selves . Our  postal  sy^stem,  since  the  establishment  of  the 
“pemiy”  post  and  the  advent  of  the  railway,  has  developed 
in  directions  that  could  not  have  been  predicted;  this  insti- 
tutio’  1 has  been  found  particularly  adapted  to  the  exercise  of 
numc  rous  other  functions,  such  as  the  making  of  small  re- 
mittances,  banking  so  far  as  it  applies  to  8a\dngs  and  popular 
thrift,  the  provision  of  annuities,  insurance,  the  telegraph, 
and  now  the  telephone  services,  all  of  which  were  not  contem- 
plate I when  the  post  office  sy^stem  was  founded.  Our  insurance 
institutions,  too,  commencing  with  high  premiums  because  of 
the  lick  of  sufficient  data  on  which  to  estimate  the  risks  with 
accuiacy,  have  by  their  own  experience  established,  in  the 
variois  mortality  tables,  data  enabling  the  ri.sks  to  be  estiinated 
and,  therefore,  the  premium  fixed,  with  remarkable  precision. 
The’  contrast  between  George _ Stephenson’s  “Rocket”  and 
the  modern  railway  locomotive  indicates  the  vast  advance  from 
the  s ate  of  crudity  that  has  taken  place  in  our  railway  system 
genei  ally  through  invention  combined  with  the  experience 
gaine  d in  the  actual  working  of  the  system  itself. 

' 'his  experimental  method,  by  which  the  desires  _ of  the 
comr  lunity^  are  ascertained  and  provided  for  before  the  direction 
and  extent  of  further  developments  can  be  gauged  and  the 
necessary  adaptations  made,  is  an  essential  part  of  social  evo- 
lution ; the  recognition  of  this  fact  should  make  it  clear  that 
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the  introduction  of  a<  new  wide-spreading  iirstitution,  invoRfing 
unknmvn  changes,  in  a fully  developed  form  is  adtogether 
impossible. 

_ The  proposal  now  made  for  the  institution  of  a counter- 
acting system  of  industry  can  ob\dously  be  no  exception  to  the 
rule,  and  those  who,  while  admitting  its  feasibility'  and  a,pparent 
utility,  are  unable  to  endorse  it  because  they  cannot  sec  what 
it  will  lead  to,  are  taking  up  an  attitude  which,  universally 
adopted,  would  effectually  prevent  all  progress.  The  scheme 
is  conceived  with  the  double  intent  of  meeting  present  needs 
and  of  responding  readily  to  all  modifications  neces.sitated  by 
future  needs. 

The  aim  of  the  Industrial  Counterpoise  being  to  implant 
in  society  such  conditions  as  permit  the  full  expression  of  the 
spirit  of  amity,  it  may  be  expected  that  the  relationship  of  the 
two  opposed  religions  will  be  reversed,  the  spirit  of  amity  even- 
tually dominating  our  social  system. 

It  is  to  be  hoped  that  what  has  been  said  will  have  made 
it  perfectly  clear  that  the  proposal  of  the  Industrial  Counter- 
poise is  not  designed  for  the  purpose  of  facilitating  the  transition 
from  private  ow'iiership  to  complete  State  ownership  of  industry, 
although  the  new  basis  of  industrial  action  it  w'ould  introduce 
is  one  without  which  complete  State  ownership  could  not  possibly 
come  into  being.  The  immediate  aim  of  the  proposal  is  to  set 
a limit  to  competition  and  to  implant  in  industry  such  a principle 
of  action  as  w'ill  eventually  ensure  an  equitable  distribution  of 
w^ealth. 

To  secure  to  the  masses  of  the  people  better  w'ages,  or  a 
fairer  share  of  the  w'ealth  produced,  is  the  professed  aim  of 
all  political  parties,  whether  Conservative,  Liberal,  Radical, 
Socialist,  Free  Trader  or  Protectionist.  The  definite  measures 
of  practical  reform  emanating  from  any  or  all  of  these  parties, 
how'eyer,  leave  as  we  have  seen,  the  sy^stem  itself  untouched 
and  its  main  features,  therefore,  unchanged.  The  present 
proposal  seeks  to  attain  the  same  object  through  the,  surely’’ 
not  unreasonable,  expedient  of  adapting  our  industrial  system 
to  the  end  desired.  The  introduction  and  establishment  of  a 
standard  of  exchange  based  upon  the  actual  productive  power 
of  labour  assisted  by  modern  machinery  and  modern  methods 
in  place  of  the  elusive  “ exchange  value  ” resulting  from  the 
combined  effects  of  the  “ higgling  of  the  market  ” (or  com- 
petition) on  the  necessities  of  the  workers  (or  limit  of  sub- 
si.stence)  amounts  to  a revolutionizing  of  modern  industry’’ ; 
its  result  to  the  workers  w'ould  be  measured  not  in  inei'e  in- 
creases in  W’ages  of  10,  lo,  20  or  25  per  cent,  to  be  lost  again  in 
due  course  by  the  operation  of  competition,  but  a permanent 
advance  of  several  times  the  present  real  w^’ages.  ^Moreover, 
what  the  w'orkers  gained  would  not  be  at  the  expense  of  the 
so-called  “ capitalist  ” or  other  class,  but  w'ould  be  diverted, 
m the  main,  from  industry  of  a pai-asitic  and  w'asteful  nature. 
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Tims  tlie  effect  of  the  counteracting  organization  'Would  be  to 
gradi  ally  raise  the  lower  ranks  of  the  wealth  producers  to  the 
level  of  the  higher  without  pulling  any  do'v^ii. 

"^die  adoption  of  the  Counterpoise  would  thus  divide  in- 
dustry into  two  great  parts,  organically  (ionnected  but  acting 
upon  opposite  principles.  This  dual  system  may,  then,  be 
regaried  as  the  next  stage  in  economic  development.  The 
State  organization,  directly  controlling  the  economic  forces 
within,  would  indirectly  regulate  industiy  without — and  so 
the  vhole  of  industry^  Certain  industries  would  gravitate 
to  th  i State,  leaving  others  in  private  hands. 

; t would,  perhaps,  be  of  little  profit  to  speculate  as  to  how 
long  the  dual  system  might  last,  and  what  might  be  future 
developments,  for  the  new  conditions  would  certainly  generate 
new  ideas,  new  processes,  inventions  in  tivery  department  of 
activ  ty,  and  consequently  new  social  ideals.  We  should  not 
be  fa  r -wTong,  however,  in  predicting  that  v ith  further  invention 
in  n achinery  and  power-appliances,  and  the  rev-elations  of 
science,  the  burdensome  part  of  industry  will  eventually  assume 
a ve:  y insignificant  place  in  social  economy,  giving  way  to  an 
expa  ision  of  the  more  intellectual  human  activities  in  the  form 
of  literature,  science,  and  the  arts  with  recreative  avocations. 

vVe  are  not,  however,  now  concerned  so  much  with  far- 
away ideals  as  with  the  transformation  of  the  existing  conditions 
of  conflict  to  those  of  harmony — industrial  and  social.  What- 
ever our  speculations  may  be  as  to  the  conditions  of  international 
peac  it  would  be  unreasonable  to  expect  a general  and  per- 
manent attitude  of  goodwill  between  nations  that  are  them- 
selves engaged  in  incessant  industrial  strife.  Whatever  other 
conditions  may  be  necessary  it  seems  pr<;tty  clear,  therefore, 
that  the  first  and  chief  essential  to  Universal  Peace  is  the  creation 
of  a state  of  universal  industrial  peace  which,  it  is  hoped,  has 
been  shown  to  be  possible  of  attainment  by  the  institution  of 
the  ] ndustrial  Counterpoise. 


